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FOREWORD 


WING to the elaborate prepa- 
rations preliminary to the hold- 

ing of the Annual Meeting of the 
Academy, it is necessary to select the 
topic at least six months, and usually, 
' eight months in advance. The officers 
of the Academy felt that the question 
of our relation to the European situa- 
tion was of such paramount importance 
that it would be desirable to devote all 
‘the sessions of the Annual Meeting of 
-1922 to “America and the Rehabili- 
tation of Europe.” This decision, 
taken more than a half year before the 
date of the Annual Meeting, was fully 
justified by the developments of the 
international situation. Through an 
extraordinary coincidence the sessions 
of the Annual Meeting were coincident 
. with the Genoa Conference and served 
further to emphasize the importance 
of clarifying American public opinion 
with reference to the vital questions 
involved in our economic and financial 
relations with the European Conti- 
nent. Jt was the endeavor of the 
Committee in charge of the Annual 
Meeting to have every viewpoint 


represented; for the Academy best ' 


fulfills its mission in serving as a great 
national forum for the interchange of 
- «thought. 

. The large attendance of delegates 
from all sections of the country served 
to bring out more clearly than ever 
before the fact that the Annual 
Meeting partakes of the nature of a 
great national conference. The at- 
tendance of official delegates appointed 


by the governors of the several states, 
and деер\ез from national, civic, and 
trade ciations, serves to broaden 
the пШиелсе of the Annual Meet- 
ing, inasmuch as these delegates on 
their return lay before their respective 
communities & summary of the dis- 
cussions held during its sessions. 

At this Annual Meeting, the Acad- 
сту enjoyed the coöperation of a 
number of distinguished foreigners. 
Some of these were unable to attend 
the sessions in person but forwarded 
papers which are included in this 
special volume. These papers add 
greatly to the significance and perma- 
nent value of this volume containing 
the proceedings. 

It is the desire of the officers of the 
Academy to avail themselves of this 
opportunity to express their deep and 
sincere appreciation to those who 
participated in the Annual Meeting; 
to the members of the Reception Com- 
mittee, who did so much to make the 
delegates feel at home during the 
sessions, and, especially, to Colonel 
John S. Muckle and Mr. Otto T. 
Mallery for their generous entertain- 
ment of the speakers. 'The Academy 
also desires to extend a warm word of 
appreciation to those who contributed 
so generously to the special Annual 
Meetfng Fund, which the Academy 
finds necessary to secure in order to 
defray the expenses incident to the 
Annual Meeting. 

L. S. Rowe, 
President. 


Economic and Financial Reconstruction of Czecho- 
& e 
slovakia 


By Dr. Вкрйїсн бтЁРАМЕК 
Minister from Czechoslovakia 


HE Czechoslovak people accepted 

the privilege and duty cf self- 
government with full realization of the 
great problems and obligations in- 
cumbent upon them as a junior mem- 
ber in the family of nations. The day 
of liberation, October 98, 1918, was 
not & day of exultation alone, but 
rather a day on which to lay the basis 
of a sound national policy, especially 
along economic and financial lines. 

While many other countries were 
and are planning financial reforms to 
be carried out, the Czechoslovak 
Republic, during its first three years, 
has put into effect the financial plan of 
the first Minister of Finance, tending 
to check currency inflation, eliminate 
unproductive state expenses and bal- 
ance the budget, and thus, since the 
very beginning, has been in complete 
harmony with the now generally 
accepted principles of the post-war 
reconstruction of Europe. 

This fact, of vital importance es- 
pecially for the reconstruction of 
Central Europe, I should like to illus- 
trate in some detail. 


GENERAL Economic CONDITIONS 


The lands now constituting the 
Czechoslovak Republic (Bohemia, Mo- 
ravia and Silesia, voluntarily joined by 
Slovakia and Subcarpathian Russiaf 
were formerly the northern part of 
Austria-Hungary, above the middle 
Danube and upper Tisza Rivegs. 

Czechoslovakia has an area of 54,- 
000 square miles, and a population of 
18,600,000 inhabitants. The country 
is so richly endowed with raw meterials, 
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timber, coal and water power, that 75 
per cent of the industrial population 
of the former Austro-Hungarign Em- 
pire, now situated in Czechoslovak 
territory, has sufficient means & 
existence. 

The country has large deposits of 
precious and base metals, of caolin, 
graphite, magnesite, sulphur, salt, ete., 
forming the backbone of its extensive 
industries. Promising oil wells have 
recently been discovered; the richest 
radium mines of Europe, Jachymov 


(Joachimsthal) are situated in Bo- e 


hemia as well as the famous watering- 
places of Carlsbad (Karlovy Vary), 
Marienbad (Marianske Lazne), etc. 

The output of coal (bituminous and 
lignite) increased during 1921 from 28 
million tons to the normal 32 million 
tons. The production of iron and 
steel has almost reached the pre-war 
level of 1,700,000 tons of pig iron, and 
supplies the necessary material for the 
machinery industries, enjoying an ex- 
celfent reputation especially in the 
field of sugar refineries, distilleries, 
breweries and agricultural implements. 

The new electrical law provides not 
only for a systematic utilization of the 
water power, but for the general 
electrification of the country. 

Czechoslovakia owns large locomo- 
tive and car works, which have 
enabled her in a short time to restore 
the rolling stock for 8,800 miles of 
railways. 

Of other various industries such as 
glass, china, chemieal, leather, shoe 
and glove industries, only the large 
textile and, in part, the metal in- 
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dustries depend to any great degree 
on the importation of foreign raw 
materials, such as cotton, wool, flax, 
copper, etc. Normally, about 650,000 
bales of cotton (90 per cent from the 
United States) are imported yearly for 
the 8,600,000 Czechoslovak spindles. 

The success of Czechoslovak in- 
dustry is firmly based on its progressive 
methods of production and its skilled 
workeng with their ability to adjust 
themseives to the requirements and 
taaté of foreign nations, for there is 
“Е сеју a country in the world which is 
not being supplied with various products 
of Czechoslovak make (known before 
the War under the name “Bohemian” 
or under the trade mark “Made in 
Austria”). 

Under normal conditions Czecho- 
slovakia is almost self-supporting; it is 


ә enticipated that in 1922 the require- 


ments of breadstuffs will be met by the 
yield of the home fields and an import 
of merely 80,000 tons of additional 
grain. 


Forren TRADE 


Owing to its geographic position in 
the heart of Europe, on the oldest 
trade routes, Czechoslovakia, ever since 
the Middle Ages, has taken a very 
active part in the trade between 
Europe and Asia, and has always ued 
its natural resources for the progressive 
development of its industries and érade. 

To stabilize the conditions of foreign 
trade, Czechoslovakia has concluded 
commercial treaties based on reciproc- 
ity and liberal tariff system with: ' 

Switzerland, March 6, 1920; Jugo- 
alavia, May 18, and December 4, 1920; 

ermany, June 29, 1920; Bulgaria, August 
4, 1920; France, November 4, 1920; 
Roumania, February 24, 1921; Italy, 
March 23, 1921; Austria, May 4, 1921; 
Poland, October 20, 1921, and Spain, 
November 25, 1921. 


In spite of many unfavorable faetors* 
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the foreign trade has effected remark- 
able improvement. For 1919, the 
total imports amounted to $130,146,- 
140 (average exchange value of 50 
crowns for one dollar). For 1920, the 
imports, due to the extraordinary 
imports of foodstuffs, reached $283,- 
500,000. The quantity of imports 
shows an increase (3,910,156 tons for 
1920 and 8,961,716 tons for 1921) of 
1.8 per cent only. 

Exports have steadily increased, the 
value of the exports of 1919 being 
$119,751,880, an amount exceeded by 
the 1920 exports of $498,900,000, by 
over $815,000,000. The quantity ex- 
ported during 1921, 9,645,766 tons, 
shows an even greater increase over 
the quantity during 1920 of 6,902,221 
tons, i.e., an increase of 89.7 per cent. 
The progressive increase of 1921 over 
1990 and of 1920 over 1919, in spite 
of a lower exchange value, is indicative 
of the rapid recovery of Czechoslovak 
industries and foreign trade. 

The trade balance for 1919 was 
unfavorable by slightly over sixteen 
million dollars. This loss was not only 
eliminated in 1920, but a favorable 
balance set up of four billion of 
Czechoslovak crowns, which is equal 
to about forty-nine million dollars. 
According to the estimates for the first 
nine months of 1921 a further increase 
of 50 to 100 per cent is to be expected. 

Tables I, П and UI show the 
growth of trade by commodities and 
the countries of origin and destination. 

The Czechoslovak Republic has 
maintained its pre-war trade with Po- 
land and the states served by the 
Danube River, Austria, Hungary, Jugo- 
slavia, Bulgaria and Roumania, which 
are the natural markets for Czechoslo- 
vak indystries, and trade with them 
has resulted in a favorable balance of 
11,000,000,000 Czechoslovak crowns. 
About 56 per cent of the total value of 
exports and about 75 per cent of the 
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TABLE Ш. Тыровтв AND EXPORTS or ran CZECHOSLOVAK REPUBLIC 
(By the Main Commodities 1920 and 1981 in Long Tons) 














Ymport 1921 
Foodstuffs. ........ 240,098 598,000 
Lard and fats. ....... 40,898 43,000 

Cis ama: ЕЕ w 280,889 144,500 
Chemicals 195,246 168,000 
Tron and steel 114,790 127,000 
Minerals ....... 927,450 821,000 
Coal and timber. 1,819,602 | 1,184,000 
Mineral oil .. . 181,881 104,000 
Cotton and yarns. 69,905 94,900 
Wool and woolen manu- 

factures ...... 19,214 ‚ 29,000 





Export 1920 1921 
Foodstuffs $2,353 12,700 
Sugar..... ..| 248,648 447,000 
Fruit and vegetables 89,892 69,000 
Chemicals i ; 62,000 
Iron and steel 163,926 199,000 
Minerals... 502,288 605,000 
Coal and timber 5,184,260 | 7,632,000 
Paper and paper goods 76,605 78,500 
Cotton and cotton goods 10,778 32,000 
Wool and woolen goods 10,505 12,000 
Glass and Dein 140,007 138,000 
Machinery 40,800 
Malt, grain and абай 

products . 86,554 $5,000 








total value of the cotton and wool 
produets were exported to these coun- 
tries in 1920. Germany shared in the 
exports to the extent of 12 per cent, 
the western European and the overseas 
countries 32 per cent, partly for their 
own consumption, partly for re-ex- 
portation. 

With the exception of France and 
Italy, the Czechoslovak Republic has, 
on &ccount of excessive imports, an 
unfavorable trade balance with western 
European and overseas countries. This 
fact proves the importance in pur- 
chasing power of the Czechoslovak 
Republic as a market for the raw 
materials and manufactured products 
which it has to secure from abroad. It 
is estimated that fifty per cent of the 
total raw materials could be purchased 
by the Republic directly from the 
United States. 

Since the purchasing power of oür 
exchange was reduced, imports from 
the United States according to volume 
have increased from 208,355,long tons 
in 1920 to 375,806 long tons in 1921, an 
increase of 80 per cent, the main articles 
being cotton, copper, foodstuffs, fats 
and lard, mineral oils, tires, tools, 


typewriters, calculating machines, and 
other characteristic American products. 
Because the American statistics do not 
as yet specify goods exported through 
European ports to Central Europe, 
more detailed figures are not available. 

Exports to the United States consti- 
tute an important part of the trade of 
the Czechoslovak Republic. For 1921 
these exports amounted to $9,615,130. 
The principal items entering into this 
trade in 1991 were beads and bead 
ornaments, $38,028,140; imitation 
stones, $729,187; blown glass, $585,885; 
bent-wood furniture, $509,900; jewelry, 
$876,388; chinaware, $268,942; wood 
pulp, $257,459; hops, $199,443; musical 
instruments, $191,661. 


TRANSPORTATION 


Czechoslovakia inherited a network 
of railroads which, due to excessive 
traffic and insufficient maintenance 
during the War, were in a very poor 
condition in 1918. The Ministry of 
Railroads found itself faced with 
three big problems: (1) the repair of 
a neglected railroad system; (2) the 


.Teorganigation of this system in ac- 


cortlance with the national commercial 


6 Tun ANNALS OF THE 


policy, and (8) the adjustment of 
tariff rates and wages to meet present 
cost and living conditions. 

The Ministry has adjusted passenger 
and freight rates, increased the per- 
centage of maintenance work to restore 
efficient operation, and plans to aug- 
ment maximum speed to 120 kilometers 
per hour and double track the respec- 
tive lines. In addition, this depart- 
ment has provided for several new lines, 
important for internal administration 
and independent export trade with 
countries to the east and south. $ 

The reorganization of railroads will 
unite more closely Bohemia and Slo- 
vakia, formerly dependent upon and 
served by Austria and Hungary re- 
spectively, will bring the river ports 
nearer to the interior shipping centers, 
and’ adjust the schedule of rates to 
encourage trans-Republic shipping. 
To accomplish all this and to put 12,- 
694,527 kilometers of state-owned or 
operated railroads and 968,924 kilo- 
meters of privately owned and operated 
railroads on an efficient operating 
basis, six and one half million crowns 
have been allotted by the state. 

The reform of the railroad system 
was begun in 1919, at such an expense 
that the railroad budget for that year 
showed a deficit of 240,000,000 crowng. 
The work was continued during 1920, 
to a deficit of 625,000,000 crowns 
additional, and further advanced in 
.1991. During 1921, however, the 
good results of the investments began 
to be felt and the budget showed a 
surplus of 265,000,000 crowns. 

The river and canal system is 
important for a state forced to purchase 
heavy raw materials from great dis- 
tances and to export bulky articles 
(like lumber). A large part of all 
goods destined for the western coun- 
tries and for overseas trade, is trans- 


ported in barges to Hamburg by way • 


of the Labe (Elbe) River, while the 
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Danube offers a broad means of trans- 
portation to the Balkan states and the 
Black Sea. To utilize both river 
systems more economically, it is pro- 
posed to construct a canal connecting 
the Labe and Oder rivers with the 
Danube. 

Already Prague is the vital link in 
the trans-continental network of air- 
plane traffic from Paris to Constanti- 
nople on one line and to Warsaw on 
another line. This system of aerial 
navigation supplements an efficient 
state-owned and operated postal 
system. 

The extensive telephone and tele- 
graph lines (over 10,000 miles of 
telegraph and more than 11,000 miles 
of telephone) are likewise state-owned 
and operated, and work has already 
begun to supplement the existing 
facilities with & radio service. 


BANKING 


The financial condition of a country 
is necessarily bound up with and 
dependent upon & sound banking 
system. Although it was feared that 
the dismemberment of Austria-Hun- 
gary might disrupt banking, the tran- 
sition was made smoothly and the 
Czechoslovak banks, by judicious in- 
creases of capital and careful invest- 
ment of funds, have been able to 
meet every demand iniposed upon them 
for the financial operation of govern- 
ment and commerce. 

On October 98, 1918, there were 
altogether thirty-nine large joint-stock 
banks, with a total paid-up capital of 
5§1.4 million crowns, on Czechoslovak 
territory. In order to meet, at least 
partially, the great demands made 
upon them by the new situation, the 
Czechoslevak banks immediately in- 
creased their capital and funds and 
strengthened their. organizatign. The 
possibility of entering into direct rela- 
tions with foreign countries, especially 


ә. 
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with France, England and America, 
led many banks to seek the coöperation 
of foreign capital. Thus, by the end 
of 19290, the aggregated capital, of 
these banks totalled 914.6 millions 
with reserve funds amounting to 849.6 
million crowns. 

The center of the banking business 
of the Republicis Prague. The twenty- 
two Prague banks, in 1920, ac- 
counted for 88 per cent of the total 
capital of the thirty-seven banks of the 
country. The growth of capital since 
‚ the end of the War has been, for the 
Prague banks, 41.5 per cent, and the 
Prague banks have made over 85 
per cent of the net profits of all the 
Czechoslovak banks. All but five of 
the banks in the Republic finished the 
year 1920 with favorable balances. 
After deducting the losses of the five, 
the net profits amounted to over 198 
million crowns. 

The growth of bank deposits shows a 
sound financial condition among the 
depositors. On December 31, 1920, 
the deposits in 2,011 financial institu- 
tions totaled 17,864,978,000 crowns. 
On December 81, 1921, deposits in the 
same institutions totaled 24,759,240,- 
000 crowns—an increase for 1921 of 
6,894,267,000 crowns or 89 per cent. 


. Tas Currency Rerorm - 


Austria-Hungary left her currency 
in complete disorder. The reserve of 
gold and silver of the Austro-Hun- 
garian Bank, amounting before ‘the 
War to 1,655 million, gold crowns, fell 
in the course of the War to 842 million 
gold crowns. The circulation of notes, 
which before the War was 2,172 mil- 
lion, grew to 30,679 million. Obliga- 
tions which had to be met immediately 
by the Bank in the form of payment in 
notes on demand (current accounts and 
treasury Pills) amounting before the 
War to* 282 million gold crowns 
reached at the conclusion of the War 


the sum of 2,849 million gold crowns. 
The covering in gold before the War 
amounted to 76 per cent; at the 
revolution, merely 1.11 per cent 

'The first task of the Czechoslovak 
'Treasury was to provide for the needs 
of state by establishing an independent 
currency. The War had depleted the 
economic resources of the country, the 
Austro-Hungarian currency had de- 
preciated, and the state credit had been 
undermined. It was the task of the 
government and the banks to meet 
these unhappy conditions and to bring 
the country to a state of financial 
soundness and economic prosperity. 

By the “Currency Act,” passed on 
February, 25, 1919, the Minister of 
Finance was given authority: @ to 
stamp the then circulating currency 
within Czechoslovakia; (2) to take over 
the currency account and treasury 
bonds of the branches of the Austro- 
Hungarian Bank in Czechoslovakia; 
(8) to make specific inventory of all 
property in the Republic, and (4) to 
cause the Czechoslovak citizens to 
declare their property in foreign coun- 
tries. These last two provisions were 
passed in order to ascertain the proper 
basis for levying a property tax. 

The separation from the Austro- 
Hungarian currency was accomplished 
in*the following manner. On February 
26, 1919, the frontiers were closed-and 
the bank notes circulating within the 
Republic, from March 8 to March 9, 
were stamped with a distinctive mark, 
showing that they were accepted by 
the Czechoslovak Republic as its 
currency. After March 9, all notes 
not stamped ceased to be legal tender. 
One-half of the amount of bank notes 
presented for stamping (practically 
2,450 million crowns) was withheld as a 
1 per cent forced state-loan. 

After the stamping, there remained in 
circulatign bank notes of the value 
*of 5% °b billion crowns. The delion 
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resulting from the stamping and re- 
duction of circulating money, coupled 
with the resumption of private enter- 
prise, caused the money mérket to 
tighten. This cordition necessitated 
an increase of currency, which has been 
stabilized at seven billion. To pro- 
vide, however, ageinst dangerous in- 
flation the National Assembly passed 
an act, April 10, 1919, which prohibits 
any increase in the amount of bank 
notes in circulation above seven billion 
unless covered by commerical papers, 
gold and silver treasury reserves, or 
other collateral. 

According to arother law passed 
April 8, 1920, the Minister of Finance 
has to reduce gradually the amount of 
uncovered bank notes taken over from 
the Austro-Hungarian Bank, both 
those now in circulation and those 
withheld at the time of stamping by 
the income from property tax. Al- 
though the tax was not yet legally due, 
635.5 million crowns had been paid up 
to December 15, 1921, and a total of 
802.3 million up to January 15, 1922. 
'This amount was paid partly in cash 
and partly by receipts for the notes 
withheld at the time of stamping. The 
tax should eliminate the whole amount 
of uncovered circulation by the end of 
1923. 

The metallic reserve is composed at 
present of 18,000 kilo gold and 311,000 

e. 
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kilo silver, which equals 599,000,000 
crowns or 5 per cent of the total circu- 
lation in the Republic, with a sub- 
stantial increase of 233,630,000 crowns 
in seven months. Four per cent of the 
notes are backed by foreign accounts 
receivable and foreign currency holdings 
within the Republic. Twenty-seven 
per cent is backed by discounted bills, 
securities, and collateral loans. This 
makes more than 36 per cent of the note 
circulation backed by an authorized 
lawful reserve. 

Comparing other countries in this 
respect we see that Austria (on 
October $1, 1921) had a circulation of 
91 billion of Austrian crowns against a 
cover of 5.5 million; that Hungary 
had a circulation of 99,889 million 
against a cover of 1,007 million. Even 
the Bank of Italy has not a greater 
reserve of gold and foreign currency 
than the Czechoslovak Bank Office; 
on October 81, the Bank of Italy had 
1886.1 million gold lire as against a 
circulation of 14,322.7 million lire, or 
not quite 10 per cent cover. - 

Table IV shows the successive de- 


. velopment of the circulation of bank 


notes. 

During 1919 and 1920, the Czecho- 
slovak crown has fallen and risen nearly 
parallel with the German mark. A 
difference began to appear in 1921, when 
the question of German reparations 


TABLE IV.—Soccesstvs DEVELOPMENT OF THE Bank Note CIRCULATION 











Милломв or Crowns 





Notes in circulation. . 
Commercialsecurity . ... 
Gold, silver, and foreign 
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was under negotiation; at this time the 
German mark had fallen below the 
Czechoslovak crown. On September 
22, 1921, Berlin was quoted in Ziirich, 
5.995, in Prague, 6.85 centimes. 
During the last collapse of the German 
mark the Czechoslovak crown with- 
stood the pressure of that event and 
succeeded in emancipating itself from 
the mark. Since this time the currency 
policy of the Republic has attracted 
some attention in the financial world. 

As a temporary bank of issue there 
has been organized by statute pub- 
lished May 12, 1919, the “Bank 
Office,” attached to the Ministry of 
Finance, regulating the circulation of 
money. One of the important re- 
spective statute provisions is that the 
Bank Office must not accord loans to 
the state. 

'The future bank of issue will be & 
joint-stock bank with & capital of 75,- 
000,000 of currency unit in gold. The 
bank notes will be exchangeable for 
gold with at least 85 per cent of gold 
covering. 


THe Воравт 


'The Czechoslovak government has 
ever been convinced that the key to a 
sound financial condition is the bal- 


anced budget. 'To aecomplish this, 
early Ministers of Finance vied with 
each other in making expenditures 
confoznj to government income with- 
outstintingthe appropriations essential 
to the accomplishment of vital im- 
provements. 

Due to the necessary expenses in- 
curred at the establishment of the 
Republic, the deficit of the budget in 
1919 was five billion (with a budget 
of 8 6 billion crowns), which was re- 
duced to 4.8 billion in 1920, with a 
budget of 15 billion. In 1991, the 
budget of 18 billion crowns was nearly 
balanced, but extraordinary expend- 
itures in order to check the repeated 
Hapsburg plots caused a deficit of 700 
million crowns. In 1922, with a budget 
totaling 19,812,960,470 Czechoslovak 
crowns the deficit is estimated at 900 
million crowns, but the steady increase 
of actual revenue (nearly doubled in 
the last two years) gives strong indica- 
tion of a balance in 1922. 

During the years 1920 and 1921, the 
conservatively estimated state income 
was each time about one billion crowns 
below the actual state revenue. The, 
surplus shown in Tables V and VI 
augurs well for a budget balance at the 
end of this year. 


TABLE V.—Gross Ворс®т EXPENDITORES 























(In. Czechoslovak Crowns) 
EE 20 
1919 1920 1921 1922 
Expenses: 
Ordinary.... .. 2,609,823,719 7,174,511,865 10,071,959,296 18,288,781,847 
Extraordinary.. . . 6,005,522,078 8,108,915,167 7,354,500,848 6,524,228, 632 
Total .. 8,615,345, 15,278,427,082 18,026,460,144 19,812,960,479 
Income: 
Ordinary . ... .... 2,618,667,502 7,949,648,78% 15,923,316,280 17,290,600, 180 
Extraordinary 1,096, 088988 2,476,852,012 1,375,600,350 1,598,609,414 
Total ec $,709,754,500 10,426,500,794 17,298,916,680 18,884,209,554 
Deficit.. .. ..... 4,905,591,292 4,851,926,238 е 727,543,514 928,750,935 
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TABLE VI.—Srarz Іхсоме—1920-19%1 
(In Czechoslovak Crowns) 
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171 
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209 
251 
148 
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1,106 
848 
1,465 
1,056 
670 








State Monopolies... 


Consumption "Taxes. 
State Fees. ........ 


Total. 


The percentage of expenditures for 
unproductive items is being cut down 
yearly, for example, the cut in ordi- 
nary expenditures for National De- 
fense, from 20.20 per cent in 1919 to 
15.69 per cent in 1922, and extra- 
ordinary after-war expenditures have 
been reduced from 39.62 per cent in 
1919 to 3.76 per cent in 1922. 

On the other hand appropriations for 
productive purposes have been steadily 
increased, as indicated in Table VIT. 


Tue DEBTS 


The first debt incurred by Czecho- 
slovakia was a portion of the public 
debt of the old dual empire. This 
amount grew, due to the expense of 
establishing the new government, of 
repatriating the Czechoslovak legion- 
naires who fought on the side of the 
Allies in Russia, Siberia, France and 
Italy, and of furnishing the emergency 
relief necessitated by the shortage of 
foodstuffs, etc. These different items 
brought the public debt, at the close 
of the year 1921 (according to the 
statement of February 6) to forty-three 
billion Czechoslovak crowns, composed 
as follows: 


Crowns 
International Debts 9,911,757,300 
Currency Reform. ....... .. 8,364,270,587 
External Debts.............. 8,404,270,859 
Peace Treaties ...... ...... 17,125,000,000 
43,805,298, 689 


A detailed specification is contained 


' in table VIII. 


The external debt of the Republic as 
incurred up to December 81, 1921, is 
itemized in table IX. 

The “liberation tax" which con- 
stitutes so large a percentage of the 
Czechoslovak total debt was deter- 
mined bf the Peace Conference, to be 
paid to-the allied and associated 
powers. The terms for theepayment 
of this sum have not yet been deter- 
mined. 


) 
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TABLE УП.—Рев Cent or TOTAL EXPENDITURES FOR PRODUCTIVE PURPOSES 




















1919 1920 1921 1922 
Publie Edueation . ... .......... 174 | 4192 4.65 4 82 
Postal and Telegrzph........ .... .. 1.86 275 5 T1 4 40 
Railroads. ...... ... ............... 14 15 22 60 28 88 93.52 
Public УЙогЕз........................ 8 46 4 52 6 30 5 19 
Social Welfare... .............1... 0.68 6.47 $ 87 8.80 
Public Неа ........ ........... 0 28 0.30 0.55 0.76 





FUTURE PROBLEMS 


Czechoslovakia, in a short time, has 
attained almost normalcy, notwith- 
standing the fact that the unsettled con- 
ditions of the neighboring states 
hindered its progress considerably. 

This achievement is due to the fact 
that ever since the day of its liberation, 
Czechoslovakia has followed a definite 
program step by step, the main features 
of which are: 


(1) To maintain and enlarge industrial 
activity under all circumstances; 

(2) To secure intensive agricultural 
activities and a normal harvest by supply- 
ing fertilizers; 

(8) To secure a favorable balance of 
trade; 

(4) To balance the state budget by 
eliminating unproductive expenditures and 
using savings thus obtained for further 
productive activity; 

(5) To deflate the currency as rapidly as 
business conditions permit. 


The rising exchange (about 2 cents) 
brought the country face to face with 
another problem—price adjustment in 
the markets of the world. Because 
wages and living conditions could not 
be immediately readjusted to conform 
to the increased international value*of 
Czechoslovak money, the Czechoslovak 
export industries saw further expansion 
hampered by the competition of coun- 
tries with deteriorated rates of ex- 
change, notably Germany. It was 
evident*that production costs must be 
reduced. This is to be effected not* 


only by & lowering of wages and 
transportation, but principally by a 
thorough reorganization and elimina- 
tion of waste in industry, coupled with 
standardized production and concen- 
trated group marketing. New sources 
of wealth and industrial activity lie 
in the exploitation of the water powers 
(1$ million horse power) and in the 
electrification of the whole country. 

To solve these problems Czechoslo- 
vakia honestly believes is to “do her 
bit" in the general reconstruction in 
the most effective way. 

'The main part of this tremendous 
task of world reconstruction can be 
accomplished only by engineers. Not 
only should they take a prominent 
place in the many international present 
and future economie and financial 
conferences to divert the nations from 
the after-war distress, but they should 
éndeavor to prevent future conflicts. 
I consider it the supreme task of every 
engineer, notably of the great peaceful 
army of the American engineers, to do 
their best to have a "World's En- 
gineering Federation" established as 
soon as possible. 

The up-to-date methods of economic 
supremacy must be changed by inter- 
national distribution of work according 
to principles of highest economy. A 
"World's Engineering Federation” 
should spread technical and economie 
progress through the world by inter- 
national technical coóperation. 

I ant highly pleased to know that 
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TABLE VUI—Desrts or THE CZECHOSLOVAK REPUBLIC 
(A. Internal Debts in Czechoslovak Crowns) . 











* 

E x December 31, 1921 | February 8, 1922 

и Crowns Crowns 
1. National Liberty Loan. .... ........ so ........ 1,000,000,000 1,000,000,000 
2. 4 per cent State Treasury notes. . . ............ 1,048,054,000 1,048,054,000 
3. 4$ per cent Premium Loan.. . . . EU . 840,811,800 540,811,800 
4. Fourth State Loan .......... " RA Butea Ашы $,000,000,000 8,000,000,000 
5.6, per cent State Treasury bonds . e 1,536, 185,000 1,586,185,000 
6. 5 per cent State Treasury notes . нач 952,820,000 952,820,000 
7. 6 per cent State Treasury notes .. . dO A 677,308,000 677,308,000 
8. 2 per cent Premium Building Loan . Benes 25,896,000 44,104,500 
9. 6 per cent State Investment Loan . а ХИЧ 217,549,000 229,359,018 
6 per cent State Investment Loan... .. ЧИЕ 234,895,800 800,756,607 
10. $4 per cent Exchange Stabilization Loan . . 250,000,000 250,000,000 
11. 54 per cent Military Equipment Loan . .. . . 822,000,000 $22,000,000 
12. 6 per cent Flour Loan.............. 5 MENT 108,288,200 220,708,300 
i 9,911,757,800 10,122,104,725 


(В. Delis Resulting from the Currency Reform) 
















Crowns Crowns 
1. Bank notes in circulation ........ ............ 6,818,800, 292 6,794,143,767 
8. 1 per cent State Loan replÁcing the bank notes...... 1,056,807,000 888,247,000 
8. 1 per cent check accounts НЕ 269,015,245 269,015,245 
4. 4 per cent treasury notes. 219,048,000 219,648,000 
8,364,270,537 8,171,054,012 


(C. External Debts in Czechoslovak Crowns) 























Loans granted by: Crowns Crowns 
United States ..... ...... 8 91,179,528 0,245,797,008 4,832,514,984 
England.. ......... ... . £ 2,499,504 694,855,464 568,658,848 
France... ........ . . . .. Francs 1,149,212 78,721,022 80,908,236 
France... ........ $ Francs 128,152,226 702,274,198 579,248,061 
France... . . . Francs e 750,000 4,110,000 8,390,000 
Ныу.... 408 К Lire 180,000,000 520,200,000 448,200,000 
Germany ES . .. Marks 425,000,000 158,812,500 108,906,250 

i 8,404,270,852 6,596,826,879 


Specification of the debts to the United States in dollars: 
1. Debt to the United States rd for advances 


made under the Liberty Bond Act.. >. & ‚| $61,256,206 74 
2. Debt on account of sales of surplus v war materials 

(Act of July 9, 1918).. 20,612,300 11 
$. Debt to the American Relief Administration (Aet of 

Feb. 25, 1919) .......... ........ 6,428,089.19 
4. Debt to the United States Grain Corporation (Act of 


March 30, 19820)......... ..... _........ 
$01,169,834. 29 


(D. Debts According to the Peace Treaties) 





‘ Crowns 
]. Pre-war debt of former Austria-Hungary ЕРТ 4,000,000,000 
9. J-iber&tion debt..... Jo... Francs 750,000,000 13, 125,000,000 


Ce 17,125,000.000 


ad 


-—— 
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the American engineer is fully conscious 
of the importance of his initiative in 
these endeavors to advance the world, 


and very happy to see that the en- 
gineers of my country coöperate heartily 
in this far-reaching international work. 


TABLE IX.—SuuxxARY or DEBTS or НЫ ВиРОВЫС 











“Liberation tax” to the Allies 


Share of the debt of former Austro-Hungarian Е Empire.. 
Currency гейогш....................... .... 


Establishment of кешни 
Foodstuffs теНе!....... 
Military expenditures. . 
Reconstruction...... ... 
Repatriation of the Czechoslovak army 


Total debts since inception of Republic 


= 
In Czechoslovak Crowns} Per cent 
18,125,000,000 30 00 

4,000,000,000 9:10 

MEAM 8,614,270,537 19 66 
7,168,989, 106 16 37 

ae 5,981,878,204 18 66 
M: 2,682,645,946 6.12 
БАКУ 1,574,599,486 8.59 
657,915,410 150 











43,805,298,689 100 








Suggested Measures for World-wide Cooperation 


By Sicnor Francesco QUATTRONE 
High Commissioner of Italy to the United States 


HE Genoa Conference is one of the 

greatest importance, not only in 
the common historical sense, but from 
the entirely new human point of view : 
which inspires its work. Not only is 
it, in fact, the greatest international 
gathering, but here is being laid the 
cornerstone for a practical system of 
the much needed world-wide собрега- 
tion. 

The Washington Conference has 
attained success by creating a better 
and more permanent feeling among 
some of the nations of the world; the 
Genoa Conference, by also Er 
those not present at Washington, will 
сое and achieve, it із confidenfly 

ected, a very much better and more 
кн feeling among nearly all the 
nations of the world. It is,true that, 
technically, the United | States of 
Americg is not present at Genoa, but I 
am sure its heart and spirit are there., 
At a not distant future, when some of 


the peoples in Europe realize that it is 
highly essential to show a real deter- 
mination to put their house in order, 
abandoning war-time spirit and an 
utterly reproachable system of alli- 
ances; when stil others think and 
practise so as to convince the people at 
large that there is only one world 
Standard of national and international 
honor, then perhaps the United States 
wilbsit at a still greater conference and 
be, on account of its moral position, 
the most powerful leader in reconstruc- 
tion work. 


LiquipaTION OF OVER-BUILT 
FACILITIES 


Industrial Europe, as' well as in- 
dustrial America, is sufferingon account 
of over-built facilities; everybody to- 
day, it is only human, wants to produce 
and sell. Not.a great many people 
are able to buy: there is a lack of 
purchasing power and if we want to 
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restore healthy conditions in the 
world’s business, we must reduce our 
imperialistic trade plans and try to 
approach normalcy first by granting 
to those who are in need, the ossibil- 
ities of recuperating their purchasing 
power, and by lifting—as far as is 
possible, and consistent with the life of 
every nation—those trade barriers 
now in progress of construction. Take 
for instance, the United States; in 
1914, prior to the War, this country 
had normal producing and manufac- 
turing facilities to meet the needs of 
101 millions of people, plus 5 per 
cent for foreign business, in this way 
meeting the needs of 106 millions of 
people. From 1914 to 1921, such 
facilities were expanded to 175 per cent 
of the existing facilities of 1914, so 
that on Armistice Day in 1918, the war- 
time-created facilities of the’ United 
States had reached a capacity of 180 
million people. Those facilities exist 
today and they can and are taking care 
of the national domestic needs on a 
seven months’ basis. In a word, this 
country’s producing facilities can do its 
1914 business in six or seven months. 
The commercial interests of this 
nation have largely liquidated their 
inventories and debts since the War, 
but not that large increase of facilities 
which was created for war purposes. 
'This reduction, now under way, must 
continue for the next few years yntil 
the national facilities of this country 
arrive at a point where they can take 
care of the normal domestic needs and 
a reasonable per cent of surplus to 
meet the requirements of the outgoing 
foreign trade. 

To give an illustration, may I 
mention the sea-going steel and iron 
steam tonnage owned by the principal 
maritime countries of the world. In 
1914, there were 42,514,000 gross tons; 
in 1921, there were 54,217,000 gross 
tons, an increase, after taking care of 


war losses, of 11,708,000 gross tons of 
larger and more efficient ships. The 
United States had in 1914 only 1,887,- 
000 gross tons which by 1921 it had 
increased to 12,314,000 gross tons. 

When one realizes that the normal 
world's international trade and ship- 
ping had approached its peak in 1914 
and that 42,500,000 tons of shipping 
easily moved that trade, you will see at 
once why with 11,700,000 added ton- 
nage in 1921, the value of shipping has 
fallen down from $200 a ton dead- 
weight to $90 and that, for some years 
to come, many ships of the world will 
not find cargoes. I believe that instead 
of still building new ships, and there 
are 7,300,000 in course of construction, 
all the nations of the world should 
meet together and apply Mr. Hughes’ 
policy of scrapping battleships, to the 
already dangerously sick body repre- 
sented by the maritime commercial 
fleets of the entire world. The result 
would be fewer failures of private and 
government enterprises and very much 
healthier conditions for every country 
concerned. 

I have referred only to shipping, but 
the same state of over-built facilities 
exists in nearly every industry, taken 
as a whole, in this country, except the 
farming industry, where normalcy of 
production can and will come very 
quickly. 

There is no country in the world that 
may consider itself immune from the 
necessity of liquidating its facilities 
and we are confronted today with the 
necessity of considering the world’s 
business as a process of liquidating the 


` troubles of the world-corporation, in 


which all the countries, as individual 
units, are participants. To do this, is 
required a better knowledge of each 
other's needs. Knowledge of each 
other conies as the result of more 
mutual and frequent intercoffrse. In 


*applymg this axiom to the life of 


К? 
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nations, we realize that the present 
situation requires a better knowledge 
and consideration of the different 
resources of each country, so that 
international credit relation and inter- 
national buying power may be estab- 
lished under proper and sound principles. 
The sooner such principles are applied, 
the nearer will be the approach to 
normalcy and safety and the establish- 
ment of the economic equilibrium of 
Europe, completely destroyed by the 
late war. 


Resrornarion or Russia 


No one todgy will attempt to conceal 
the fact that & Germany reduced to 
desperation and a famine-stricken Rus- 
sia are the unsound links of the chain, 
which, prior to 1914, was wonderfully 
driving the European economic engine. 
Therefore, sincere, honest efforts must 
be made not to have a mad Germany, 
or a still wilder Russia. Germany, 
even temporarily without the Saar 
basin and the rich Silesian coal fields, 
definitely deprived of her colonial 
possessions, not to mention the mer- 
cantile fleet or other properties seized 
by or surrendered to the Allies and 
other countries, including the United 
States, has & very much greater 
recuperation power than Russia, al- 
though she is not possessed of the 
wonderful and immense natural re- 
sources of her Russian neighbor. 

Industrially speaking, Russia, prior 
to the War, had been in the hands of 
intelligent foreign enterprises; the 
grand dukes and potentates dominat- 
ing these were satisfied with royalities 
coming from large estates probalfly 
not directly known to them. For 
instance, heroic Belgium alone had in- 
vested there nearly 100,000,000 pounds 
sterling. During my mission in Russia 
in 1912, travelling from north to south, 
visiting the Donetz coal basin, I had 
the pleasure of meeting several Belgian * 
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mining engineers representing invest- 
ments of large resources, giving life 
and wealth to the inhabitants of that 
region. Russia stil needs foreign co- 


‘ peration’ in the pacific and honest 


development of her resources. But 
there are no resources which can be 
utilized or developed for the benefit of 
Russia and Europe unless the Russian 
system of transportation, utterly de- 
moralized and destroyed first by the 
War, and lately by the material impos- 
sibilities of planning anything con- 
structive, shall, upon Russia's adopting 
&nd establishing world standards of 
property and honor, be put in proper 
and efficient shape. 

Experience has now demonstrated to 
Moscow that the time for doctrinaires 
and fallacious new experiments of a 
Utopian character is gone and that 
the era for constructive work must be 
approached. The Russians would go 
back to work; but how can they do it? 
All the European observers have agreed 
that the Russian system of transporta- 
tion must be restored. In order to 
help Russia, offers of rolling stock have 
been made, but, under the conditions 
now prevailing in different European 
organizations, it is a practical im- 
possibility to attain speedy quantity 
production, yet this is an essential 
réquisite if the greatest problem ac- 
countable for the reconstruction of 
Боха shall be properly met. Неге 
comes the important part that Ameri- 
can industries can play in the rehabili- 
tation of Russia and of Europe. There 
is no use sending millions of tons of 
agricultural implements, machinery, 
etc., unless in due time such shipments 
can reach the point of final destination. 
Every enterprise which does not first 
take into deep consideration the trans- 
portation problem of Russia, is un- 
doubtedly destined to failure and the 
responsibility for it will fall upon all 
the great powers of the world. 
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Everyone agrees, also, that Germany 
is an essential factor in the reconstruc- 
tion of continental Europe, but if the 
Russian machinery can bee put in 
fairly good shape, the economic engine 
of Europe will reéstablish its rhythm 
and Europe will be on its feet again. 


SUMMARY 


To summarize, it is my firm belief 
that the general reconstruction of the 
world’s business may be and will be 
hastened by: 


1. Making up for the inevitable errors 
embodied in the Treaty of Versailles; 

2. Continuing to create and maintain a 
spirit of mutual confidence among the 
principal powers of the world; 

8. Creating of world machinery for inter- 
national credit, currency and exchange 
problems; 

4. Promoting an international “peace 
holiday " followed by immediate reduction! 
of land armaments; 

5. Redistribution of raw materials so as 
to insure, as far as possible, the minimum 
n to the life of every nation; 

6. Rechecking of international war debts 
on the basis of cost and not profit to the 
lending powers; 

7. Cancellation of that part of the inter- 
national war debts representing direct or 
indirect profit to the lending powers; 
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8. Refunding of international war debts 
into long-period obligations whose maturity 
and payments of principal and interest, as 
well as rete of interest, shall be determined 
not according to general rules or policy, but 
after taking into account the resources of 
each debtor nations; principal and interest, 
when due, to be paid at the rate of exchange 
prevailing in 1914, and not, in any case, to 
exceed that prevailing when war loans were 
made. 

9. Revising of war reparations clauses 80 
as to fix the amount to be paid in cash and 
goods independently of any other condition. 

10. Recognition of the Russian govern- 
ment under conditions established by joint 
conference of the powers represented at 
Genoa and the United States, a recognition 
which should be kindly and eagerly sought 
for by all. 


Above all else, to the restoration of 
Europe, restoration of confidence is 
essential, The Genoa meeting has be- 
gun the work for the reéstablishment 
of codperation and mutual respect and 
confidence. Let us hope that other 
peoples who have to their credit 
unblemished records of high, unselfish, 
unbiased achievements will, as soon as 
conditions will permit it, join hands 
with Europe and proceed together 
onward .to the reconstruction of a 


better world. 


Economic Recopstruction of Germany 


By Kart Lane 
Charge d' Affaires, German Embassy 


have all heard much of the 

Treaty of Versailles and yet 

how many of us have actually read the 
Treaty and understood its various and 
complicated clauses? We have all 
heard it said that Germany is not 
fulfilling her obligations under that 
Treaty, obligations she was forced to 
sign, and that this non-fulfillment i is 
owing not to Germany’s incapacity to 


fulfill, but to her unwillingness to 
fulfill the obligations imposed upon her. 
Now I cannot hope to put before you 
all that Germany has done in the last 
few years in order to show you in full 
how much Germany’s capacity in the 
fulfillment of the Treaty of Peace is 
limited and that Germany, however 
hard she may try, cannot go*beyond 
“this capacity, but I should like to give 
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a short outline of the actual situation 
as itis at the present day in Germany 
that you judge for yourselves and form 
your own opinion as to what Germany 
has done and what she can do in the 
future. 

Germany, as you know, is situated 
in the centre of Europe. Almost all 
European highways of commerce from 
the North Sea and the Baltic Sea to the 
south of Europe and between the east 
and the west of Europe have always 
passed through Germany. This fact 
alone shows how dependent upon each 
other are the nations of Europe in 
questions regarding transport, and in 
the same way each of the countries of 
Europe has always produced some mer- 
chandise of a peculiarly excellent 
quality favored in predilection by the 
others. Thus since olden times Euro- 
pean nations have been linked together 
by mutually buying and selling from 
each other. And since the United 
States developed her natural resources, 
she also has participated in this in- 
ternational economic intercourse. 

During the last fifty years Germany 
had developed into one of the largest 
workshops of the world. In ever- 
increasing quantities she bought raw 
materials from other countries and 
was in this regard one of the best 
customers of the United States, from 
whom she procured enormous quan- 
tities of cotton, copper, grain, lard and 
other such commodities. These ex- 
ports of the United States to Germany 
amounted to more than 18 per cent of 
the entire export trade of the United 
States. The raw materials imported 
into Germany were there manufacturell 


with the purpose of reéxportation. . 


Even in the years before the War there 
was never an excess of exports over 
imports in Germany; a Balance was 
always established by income on 
investmefits abroad and international 
shipping service. 
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At the end of the War Germany 
found herself deprived of nearly every 
kind of faw material. Her foodstuffs 
were by far insufficient to feed her 
population, her soil was completely 
exhausted through the lack of fertilizers, 
her cattle were underfed and her popu- 
lation was starving in consequence of a 
blockade which was maintained for 
about nine months after the cessation 
of hostilities. To meet the most 
urgent demands for raw materials, 
foodstuffs and fertilizers, the trade 
balance and the paying balance both 
necessarily had to become unfavorable 
for Germany and will remain so for 
years. German private property in 
the victorious countries was expropri- 
ated. I may mention here that the 
United States so far has not joined 
these proceedings and if it adheres to 
this policy of regarding private prop- 
erty as sacred, everyone will know in 
which country to invest his money 
where it will not be touched in the event 
of international trouble’s occurring in 
the future. Germany’s colonies were 
taken from her as well as rich parts of 
her territory, such as the coal fields in 
Upper Silesia and of the Saar Valley, 
as well as her mercantile marine and a 
considerable part of the railway stock. 
With all these- losses Germany is yet 
obliged to deliver to the allied nations 
conténously large amounts of coal, dies, 
chemicals, etc., without any reim- 
bursement whatsoever. Since the 
Treaty of Versailles up to April last 
the wealth of the German people has 
been cut down by not less than 
approximately 45 billion gold marks, 
made up as follows: 


Billion 
Gold Marks 
German property abroad liquidated .. 117 
Tonnage handed over.... ...... 7 57 
State property in ceded districts 6.5 
, Railway ang traffic material handed 
OVER io ios CEP 2.0 
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5 pam is the real truth about this so much 
ar : А 
Deliveries (non-military) in kind... .. 6 talked of prosperity in Germany? 


Forfeiture of German claims against 


Germany’ 8 former war allies 70 
Saar coal mines.. ... 1.1 
Deliveries of coal (value a. as per world 

market price) ..... .... 1.8 
Cash payments on reparation account. 1.8 
Miscellaneous items ... . ......... 8.2 

Total... zo io eer) 45.6 


I do not think that this deficit finds 
a parallel in the history of nations. 
In this total the equivalent for the 
ceded West Prussian territory as well 
as Upper Silesia is omitted. If these 
two most essential items are included, 
an aggregate considerably exceeding 
100 billion gold marks will be reached. 
Also, the value of the lost colonies is 
not taken into account. Furthermore, 
the exhausted country is charged for 
the maintenance of the various com- 
missions of the victorious and creditor 
nations in Germany at the cost of the 
population. І may, for instance, men- 
tion the Reparations Commission which 
consists of 171 persons and the costs of 
which amount to 382 million marks a 
month. The commission which pur- 
poses the control of the disarmament 
of Germany costs no less than 23 
million marks a month and consists of 
about 1,500 persons. I quote these 
figures from a speech made by Lofd 
Newton in the British House of Lords. 


Тнв SO-CALLED GERMAN PROSPERITY 


Foreigners, however, traveling in 
Germany and getting only superficial 
glimpses of the conditions there, are 
easily led into a misconception of the 
true situation. - Factories are running 
and very little unemployment is notice- 
able at present; one might even 
observe certain signs of luxury in the 
larger cities, especially in the hotels 
frequented by foreigners, who often 


come to the conclusion that g certain Н 


prosperity exists in Germany. What 


This prosperity is to a very great 
extent absorbed in a two-fold manner, 
non-existent before the war: (1) by the 
payment of reparations; (2) by the 
increased imports of foodstuffs owing to 
the decline of German agriculture. Let 
me put that somewhat more explicitly. 
The reparations paid by Germany 
during the course of the last year 
amounted to 14 billion gold marks. 
'This sum is the product of work done 
during one year by a million German 
workmen and women. The imports of 
foodstuffs, greatly increased owing to 
the decline of German agriculture, and 
the loss of German territories amounted 
in value during the last year to 2 
billion gold marks and this, again, is the 
product of work done by a million 
Germans during one year. 

Thus millions of Germans have 
every year to work in order, to a 
certain extent, to bring about economic 
conditions as they were before the 
War. The work of millions of people 
is done and no compensation achieved. 
Thus whereas employment in the 
country may be widespread, it is 
anything but productive. As for the 
profits of Germany’s enterprises, they 
may be illustrated by the consideration 
that if a company distributes, for 
instance, a dividend of 20 per cent in 
paper marks, this is only 34 of one рег 
cent of her plants constructed during 
the times of gold mark currency. A 
dividend of 100 per cent in paper 
marks would be only one-half of one 
per cent of the gold mark value of the 
plants. In the meantime, the index 
figures for the maintehance of a family 
in Germany in August, 1921, have 
reached ]4 times those of the times 
preceding the War. In March, 1922, 
they were 82 times as great. Prices 
for grain were then 53 times'as much 
as іп August, 1914. The consumption 
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of meat in 1921 was only 40 per cent, 
the consumption of bread only 24 per 
cent of that of pre-war times. The 
standard of living of the German popu- 
lation is now far below the standard of 
that in any other European country. 
The middle classes, formerly the pillars 
of order and of intelligence, by whom 
formerly most taxes were paid, have 
suffered beyond description and are in 
a state of dissolution. 


DECLINE or GERMAN CURRENCY 


So much for the facts of the so-called 
present German prosperity. I may 
add a few words concerning the decline 
of the German currency. When the 
War came to an end, the value of the 
paper mark was only 40 per cent of the 
gold mark. Forced payments, ex- 
cessive imports over exports, could not 
be met by any other means but by 
selling marks abroad. This led to a 
permanent decline of the value of the 
mark, which in turn brought about a 
Tise in prices, wages and salaries, thus 
increasing the demand for paper cur- 
rency in circulation. Ever since the 
reparation payments began, the decline 
of the mark value became still worse, 
for there was no other means for the 
German government to procure the 
missing amount due, but to buy 
dollars, pounds sterling or francs in 
the money market. No financial ex- 
pert in the world has been able as yet 
to give sound advice as to any other 
course of action. 

To bring about sound economic 
conditions in Germany, it would be 
necessary, first of all, to balance the 
budget, but there, again, no expert has 
as yet been in а position to say how 
this could be done as long as the. de- 
valuation of the mark continues. 
Germany has achieved a balance of the 
state railway and the postal budgets 


by imcrétsing passenger and freight. 
tates, by dismissing more than 40,000 ° 


employed, etc., and has abandoned. 
the system of giving government food 
subsidies to help the poor, who are 
themselyes unable to pay for what they 
need. X the budget for 1992 there 
were then 300 billion paper marks on 
the expenditure side. Of these ex- 
penditures, there were only about 100 
billions for the interior needs of the 
country and not less then 200 billions 
for the execution of the Versailles 
treaty. Since this budget has been 
drawn up, the renewed devaluation of 
the mark has almost doubled the above- 
mentioned expenditures. From this 
it appears that the balancing of the 
budget depends entirely on the rise or 
fall of the mark. If the mark falls at 
such a rate as in the last few months, 
it is impossible to follow with new 
taxes quickly enough to enable a 
balancing of thebudget. Consequently, 
new paper marks must, of course, again 
be issued. This does not apply to the 
reparation budget which cannot be 
balanced at all under the present 
conditions. 


TAXES 


As for new taxes, the German taxa- 
tion is already the highest of all 
European countries. In an appendix 
to the note of the German government 
of January 28, are given taxation 
figuresin Germany, Franceand England 
which clearly show that the German 
taxpayer pays a higher percentage of 
his income than the taxpayers in other 
countries. These figures were printed 
in the New York Journal of Commerce, 
April 6. Still higher taxes are not 
likely to bring greater revenues; they 
would only lead to a depression in 
business activity. 

According to the unanimous opinion 
of allimpartial experts there is only one 
method for the economic reconstruc- 
tion of Germany and that is the speedy 
and conSiderable reduction of the ex- 
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aggerated reparation payments and a 
breathing interval for at least a number 
of years in, which no payments ought 
to be made at all.” Added to that must 
be a considerable loan, in which Ger- 


many hopes that the United States will 
take part, for it seems that a collapse 
of Germany and consequently of other 
European nations is inevitable if the 
United States continues to stand aside. 


Possibilities of the Economie and Financial 
Reconstruction of Austria 


. Ву Evaar Г. G. Рвосимк 
Charge d ’Affaires of Austria 


HE present state of affairs in 

_ Austria is the natural outcome of 
the liquidation of the world’s greatest 
war, a liquidation which responsible 
persons on both sides of the former 
contesting parties have by now realized 
and openly admitted to be а great 


failure, one of the greatest mistakes' 


ever made in history. While all 
Europe has, as a matter of course, to 
bear for some time to come the dis- 
astrous consequences naturally ema- 
nating from a war of such dimensions 
and duration, Austria, in particular, 
was burdened with additional weights, 
so ponderous that they would have 
crushed even a strong and flourishing 
country just emerging from a period 
marked by a normal and prosperous 
development of its economics. Austfia 
was expected to shoulder this burden 
at a time, when a protractede war, 
during which she was hermetically shut 
out from contact with the outer world, 
had entirely depleted her resources. 
When the war closed, there was no food, 
no coal, no raw materials in the country 
and the system of communication was 
at a breakdown. Austria, emerging 
from the war a bleeding, mangled 
body, was expected immediately to re- 
arrange her whole economic structure, 
to transform herself by magic power 
from a self-supporting country into one. 
that could secure a livelihood for its" 


population only through an extensive 
production and export, and this at a 
moment when there was hardly any 
means of production left in the country, 
and no solvent buyer stirring abroad. 


Economic Errects or New Boundo- 
ARIES 


Austria's financial troubles first 
started with the fixing of her bound- 
aries. She has, indeed, the rare but 
sad distinction of being a country 
without boundaries, i. e., without 
natural, or ethnographic, or economic 
boundaries, suggesting in her outlines 
rather the tracings of a youngster who 
was left on a highchair. playing with a 
map of Europe andsome colored pencils, 
than the cartographic reproduction of 
a geographical unit. 

Her troubles started, moreover, with 
the total lack of any plans which 
might have been adopted in order to 
mitigate, as much as possible, the 
disastrous results of the political 
dismemberment of the former Austro- 
Hungarian Monarchy, on the delicate 
Structure of its economics. It was this 
total disregard of the economic inter- 
ests, manifested, for instance, in the 
nostrificgtion of the notes of the former 
Austro-Hungarian Bank by the various 
countries which were created by the 


‘dismemberment of the former Dual 


“Monarchy or to which territory of 


* 
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' said empire was transferred, that sent 


the Austrian currency tumbling down. 
The way in which the liquidation of the 
former Austro-Hungarian Monarchy 
was transacted, could be justly likened 
to a settlement of an estate in probate 
or bankruptcy proceedings, which 
should open with a decree of final 
distribution, followed, six months after 
enforcement of this decree, by an order 
to ascertain the assets and liabilities 
involved. 

Austria suddenly found her whole 
industrial machinery thrown into hope- 
less confusion. Entire branches of 
industry were technically dismembered, 
a process of dissolution which affected 
even individual corporations. Cotton 
manufacturing concerns, for instance, 
found their spindles separated from the 
looms, the looms from the finishing 
plants and place of distribution. Al- 
most insurmountable obstacles sud- 
denly arose in the form of boundaries 
between steel manufacturing plants 
and the mines which used to supply 
them with coal and ore. The same 
state of affairs uprooted the whole 
system of trading and banking, the 
main offices being unable to get in 
touch or to transact business with 
their branch offices and affiliated 
companies. 

New boundaries dissected the rail- 
roads, regardless of system, leaving 
whole sections without terminals, points 
of junction, roundhouses or repair 
shops, and crippling traffic in Central 
Europe almost beyond any possibility 
of repair. The natural consequence 
was a tariff war between the Succession 
States waged with such intensity as the 
world has never before experienced. 

These were the general causes from 
which grew the present fingycial con- 
ditions of Austria. They, are not 
mentiongd here with any intention to 


bewail spilled milk, or with any desire , 


to prolong useless criticism of past 
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events, which cannot be undone. If 
the author has dwelt somewhat length- 
ily on this painful subject, he was 
promptefl to do so by the belief and 
hope that almost all nations, neutrals 
as well as those directly concerned in 
the last big strife, are beginning to 
realize that Europe, nay the whole 
world, cannot be brought back to 
normal conditions unless they all pick 
up sufficient courage to attack the 
malady at its core, and to sound the 
wound as deeply as they can possibly 
stand the pains. 


Tas Foop PROBLEM 


The signing of the Armistice, as you 
know, did not mean for Austria the 
end of her sufferings. The grim work 
of the Reaper did not cease when the 
Austrian people laid down their arms. 
Death, it is true, no longer looked for 
its victims on the battlefields, but 
invaded the peaceful homes of the 
Austrian people, where women and 
children and the aged, weakened by 
long privations, fell an easy prey to the 
merciless strokes of his. scythe. Austria 
had to face a most difficult’ food 
problem, which was another factor, or 
rather, the main reason for the disorder 
into which the Austrian finances were 
thrown. This food problem made it 
impossible to establish even the sem- 
blance of a budget. Т am well aware 
of the fact that the ways in which this 
problem was handled met with criticism 
from many sides, especially from those 
who believed in abolition of food con- 
trol by the government. I think, 
however, that the future will acknowl- 
edge the wisdom of this measure, as in 
the first years after the Armistice a free 
trade in food supplies would un- 
doubtedly have meant starvation for 
at least two-thirds of the population, 
unable to cope with the skyward move 
of the рұсез. I hardly believe that in 
the first twenty-four months after the 
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War private concerns could have 
obtained the necessary food supplies 
through purchase abroad. 

But the mere fact that Aystria had 
to buy food abroad, i. e., to pay with 
gold-edged securities, must needs have 
a depreciating effect on her currency, 
since there was no means of counter- 
balancing this ever-increasing liability 
by an halfway adequate export. The 
more food was bought, the larger 
grew the margin between the Austrian 
kronen and the gold standard; and the 
more the Austrian kronen sank in its 
purchasing power, the faster the note 
press had to work. The Austrian 
government and its advisers well knew 
that salvation could not be found in 
keeping the printing presses well 
greased and running at full capacity, 
but, in the absence of other efficient 
ways and means of replacing this 
faulty system, it had to be kept up, in 
order to prevent a general breakdown 
accompanied by starvation and all 
kinds of political and social upheavals. 

As you may know, the system of 
selling bread and flour to the people 
at a cost far below the purchasing price 
created an ever-growing deficit, which 
threw the budget into disorder and 
made futile any effort to bring about 
some semblance of a balance between 
revenues and expenditures. This sys- 
tem has since been abandoned, but not 
very much was gained thereby, asyvages 
and salaries had to be accordingly in- 
creased to enable the employes to keep 
pace with the sky ward move of the cost 
of living. People engaged in trade, 
agricultural production, or manufac- 
turing of goods, automatically raise 
their earnings with the increasing cost 
of living and, vice versa, increase the 
cost of living by their constant demand 
for higher wages. The whole brunt of 
the catastrophe is, therefore, weighing 
on that class of the Austrian population 
which derives its means of livelihood’ 
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from fixed salaries, pensions, rents, 
interest on savings account, and re- 
muneration for professional services 
and intellectual work. This class of 
the population, crowded together in 
the cities, particularly in Vienna, and 
falsely and unjustly styled the unpro- 
ductive class, offers under the present 
state of affairs one of the most trying 
problems in the solution of Austrian 
financial difficulties. 


GOVERNMENT EwPLOYES 


We have repeatedly heard in the 
last few years the slogan: “Away with 
the many government employes, for 
what does a country as small and poor 
as Austria need with so many officials, 
who merely are unproductive con- 
sumers?” This battle cry, invented 
by somebody in the crowd, has been 
thoughtlessly picked up and sung in 
many variations. A census of govern- 
ment employes was given out, and the 
stupendous figure of over 200,000, nay 
almost 250,000 was named, and com- 
pared with those of bigger countries, 
where not nearly as many people are 
employed in the public machinery. 


. The government of Austria was urged 


to reduce the number of government 
employes, and, in the hope of cutting 
the expenditures, actually took up the 
problem of demobilization of the public 
workers. 

But soon the fallacy of the ex- 
aggerated statements became apparent. 
People had overlooked the fact, that 
over 60 per cent of these state employes 
are engaged in the operation of rail- 
roads, telegraphs and telephones, which 
means of public utilities are, as you 


- know, managed in Austria by the 


government. Such people would not 
be called officials if the railroads, tel- 
egraphs ind telephones were operated 
by private concerns as in many other 
countries. All the judiciary*apparatus 
is governmental; the greater part of 
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the personnel engaged in public educa- 
tion, i. e., the teachers and professors 
in the high schools and universities, 
are government officials. ‘There are 
industrial enterprises (the salt and 
tobacco monopolies for instance) in 
which the government is concerned 
and the people engaged therein are 
called officials. Furthermore, a vast 
extent of public forests is taken care of 
by government foresters. There is, 
also, the small but costly army with 
which against her wish and will 
Austria was presented by the signa- 
tories of the Peace Treaty of St. 
Germain. Finally, included in the 
stated number of officials are the state 
police and constabulary and so forth. 
If all these persons were dropped from 
the list of civil service, there would 
remain a comparatively small number 
of officials in the proper sense of the 
word, too small to have a bearing on 
the problem in question, even were 
reduction to be carried out to a degree 
of entire abolition of the whole ap- 
paratus of public administration, 

The inflation of paper money, the 
sinking of the exchange value of the 
Austrian kronen, cannot be remedied 
by mere cut of expenditures in the 
budget and by increase of the state 
revenues. The taxes have been and 
still are considerably increased. The 
rates of public utilities have reached 
prohibitive heights. What is the 
result? The people need more and 
more paper money, and the govern- 
ment recelves in its coffers mountains 
of money, which it has manufactured 
only shortly before. . 

Austria may through internal meas- 
ures and her own efforts contribute 
to some small degree toward her 
economic and financial reconstruction, 
but the most essential aid is the help 
from outside, in form of credits. I am 
convinced that no one of the signa- e 
tories of the Peace Treaty of St. 


Germain believed for a moment, at the 
time of the signing of that document, 
that without this financial help Austria 
could maintain an independent exist- 
ence. 


CREDIT, THE KEYSTONE OF THE 
SITUATION 


The whole question of the rehabilita- 
tion of Austrian finances hinges on 
credit. To enable the realization of 
such credit, Austria will have to pledge 
her assets which were, or at present 
still are, encumbered by claims of 
various countries secured partly under 
the title of reparations, partly under 
the title of relief. All these claims have 
to be deferred, and, as is well known, 
the United States of America has only 
recently, in that true spirit of generosity 
so traditionally characteristic of all 
acts of this great nation, come to the 
assistance of Austria and blasted a way 
toward the country’s rehabilitation. 
I refer to the Joint Resolution re- 
cently passed by Congress and signed 
by the President, which, under certain 
justified reservations, empowers the 
government of the United States to 
defer certain liens held against the 
Austrian assets. 

Credit is a matter of confidence, not 
ору in the political and social stability 
of a country but also in its possibilities 
for a favorable economic development. 
As f&r as social and political stability is 
concerned, I do not think that any 
apprehension can still exist today in 
regard to Austria. Austria had to 
maintain her equilibrium in worse 
times, when the waves of most re- 
actionary social perturbations were 
surging and tossing against her bound- 
aries. All careful observers of the 
conditions in Austria must admit that 
this country offered a barren soil to` 
revolutionary sowing. Yet the Aus- 
trian peeple in overwhelming majority 
would not support any move which 
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would lead to any unfavorable reaction. 
They are most desirous to work out 
in peace the difficult economic problem 
facing them. The governfnent, in 
fact all the governments in force there 
since the conclusion of peace, is guided 
by the unshakable convietion that 
Austria has strictly to adhere to obliga- 
tions imposed on, and aecepted by her, 
with the signing of the St. Germain 
Treaty. 

This principle is the keystone on 
which Austria’s policy is built up. 
Austria realizes that she must maintain 
this attitude for mere self-defence, if 
for no other reasons. The Austrians 
do not think for a moment of shoulder- 
ing responsibilities for a failure in 
compliance with assumed obligations, 
only to be blamed, when matters do not 
come out as is generally hoped. Austria 
has within the last two years in her 
legislative measures placed her whole 
internal structure in conformity with 

these obligations. She has never 
' opposed herself to the demands and 
requirements made by the powers, and 
has in this respect in some cases gone 
even so far as to swallow her national 
pride, and tolerate infringements on her 
sovereign rights. 

This loyal attitude deserves consider- 
ation. With some leniency in the 
execution of the treaty provisions, 


especially in the economic and financial . 


clauses, the financial difficulties of 
Austria could be considerably alleviated 
and her credit strengthened. It is 
essential for the rehabilitation of 
Austria that she finally cease to be 
regarded as the successor of the former 
Austrian Empire, burdened with fate- 
ful inheritance. There is no reason 


why she should not, like the other’ 


Succession States, be treated as a new 
republic recently arisen from the 
dismemberment of the Dual Monarchy. 
The outlook for her future would at 
once assume a brighter aspect. 


POSSIBILITIES OF CREDIT 


Hand in hand with the efforts to 
secure adequate credit should go a 
tendency to establish a wider base for 
this credit. Austria alone may be too 
small to offer & broad enough base for 
an extensive rehabilitation plan, or 
sufficient securities for a credit opera- 
ticn on a large scale. She must needs 
be inserted into a bigger economic 
body. Assheis not permitted to form 


& union with Germany, she must at : 


least look for an economic attachment 
among her neighbors. The most 
natural thing is an economic approach 
to those countries which once formed 
with her the Dual Monarchy, as there 
undoubtedly exists an economic affinity 
between them, even if the justification 
for a political union or confederation 
has been disapproved by the latest 
events. This necessity has already 
made itself felt, not only in Austria 
but also in the neighboring countries. 
A considerable step forward has been 
made in the Conference of Rome and 
Portorose. Matters cannot be rushed, 
but the results achieved there are 
greater than generally realized in 
America. 

The two most industrially progres- 
sive parts of former Austria-Hungary, 
Czechoslovakia and Austria, for in- 
stance, have already found a way to 
overcome their differences, and to 
establish closer ties in their mutual 
economic relations. They have thus 
formed a nucleus which will irresistibly 
draw other neighboring countries into 
a knot of common economic interests. 
I see before me a gradual expansion 
towards east and west of this economic 
affiliation, regardless and in spite of 
politicalhoundaries. Moderneconomic 
developments are fast teaching us to 
forget our atavistic tendency фо see in 

political boundaries the confines of 
common interests. 
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I therefore believe that the economic 
and financial rehabilitation of Austria 
will best be effected by being included 
in a general systematic plan, embracing 
the reconstruction of whole Europe. 
And I furthermore believe that this 
much-talked-of credit should be raised 
and distributed among the needy 
countries only in conformity with this 
systematic plan of mutual economic 
coöperation, if the invested funds are 
to be properly insured. 

And now, you will ask me, what will 
be attained in Austria with credit? 
All financial experts agree that the 
first step to be made is the stabilization 
of the currency, or better, the rate of 
exchange. I shall not enter into details 
in regard tothe solution of this problem, 
as this is reserved for the world’s 
greatest financial authorities. The 
next purpose of credit is to help to 
bring Austria’s natural resources to 
better account: to increase her agri- 
cultural capacity, thus reducing a great 
item on the debit side of her trade 
balance; to exploit her vast supply of 
heretofore undeveloped water power, 
thus eliminating the tremendous costs 
of her coal imports, and to revive 
industrial production, export and so 
forth. 


Avustria’s SECURITIES 


What are Austria’s assets, the securi- 
ties she is able to offer? The answer is, 
her natural resources and the labor of 
her population. These are the working 
capital left to Austria with which to 
build up her future. Austria’s exist- 
ence will be secured at the moment 
she is able to counterbalance by tradé 
the deficit in her food supplies. Austria 
wil never be able to'grow all her 
supples within her own boundaries. 
l am aware of contrary opinions, 
substantigted by statistical figures. A 
careful examination of them, however, 
reveals errors, as, for instance, figuring 


on a base of war rations, or neglect in 
allowing for seeding and waste in 
milling. I think that even under the 
most favdrable conditions 95 per cent, 
at least, of the country's needed food 
supplies will have to be secured from 
abroad. Now this means a heavy item 
on the debit side of its trade balance. 
Austria's trade and industry, however, 
could be slowly and gradually stretched 
to cover this liability. 

I shall briefly point out the possibili- 
tes. Austria has an old, established 
and far-advanced steel industry, offering 
great opportunities for further expan- 
sion; she has a paper industry capable 
of producing twice the quantity needed 
for home consumption; her wood- 
working industry is utilized far below 
capacity. The same is the case with 
the chemical industry. In this con- 
nection I must not forget the leather 
industry, especially the manufacture 
of fancy goods, in which Austria and 
Vienna jin particular take a leading 
place. All these industries will be 
greatly benefited by a gradual ex- 
ploitation of the two millions H. P. 
of as yet undeveloped water power. 
There are, moreover, the Austrian 
Alps, conducive as the Swiss Alps, to 
cattle raising on a large scale, and the 
manufacture of dairy products. 

e of the greatest assets of Austria, 
however, is her geographical location. 
Austmi, in particular her capital, is 
the natural exchange for the trade 
between the western countries and the 
Near-East and Russis, and for the tran- 
sit from north to south. Vienna has 
not attained her importance through 
artificial means, but has developed 
naturally to her present position as one 
of Europe’s most important capitals, on 
strength of her location. It would take 
me too long to dwell on the importance 
of Vienna as a central junction of the 
main lineg of Europe's railway-system 
and as the greatest harbor on the 
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Danube, where goods flow in through 
easy channels of communication and 
can find an easy and cheap way to 
further distribution into the Balkan 
countries and the shores of the Black 
Sea. Due to this fortunate location a 
particular branch of jobbing has for 
many generations established itself in 
Vienna, specializing in the eastern 
trade and generally recognized as 
unsurpassed in its efficiency. This 
plan of developing Vienna into one of 
the most important jobbers of Europe 
is deserving of due consideration. 
When we look closer to the chances and 
possibilities of Austria’s future, things 
look at once bright and cheerful. Al 
Austria needs in order to effect this 
necessary transformation of her eco- 
nomics, is assistance in developing her 
resources. In other words, she needs 
credit, and only credit can save her. 
She must be carried over the time 
which is needed to rearrange her whole 
economic structure. England, France, 
Italy and Czechoslovakia have, as you 
know, recently come to her assistance 
with advance credits, the forerunner, 
it is hoped, of the great systematic plan 
of rehabilitation. 


PARTICIPATION OF AMERICA 


But one dark spot on the horizon is 
the absence of the United States of 
America from among the powers 
planning the reconstruction of Europe. 
It does not behoove me to comment 
on the advisability or non-advisability 
of America’s active participation in 
this work under present circumstances. 
I do wish, however, to voice a general 
hope that the time is near when the 
events and conditions in Europe will so 
shape themselves that the wise leaders 
of America will consider the proper 
moment come to ascend the steps 
leading to the supreme bench reserved 
to the “arbiter mundi.” This wish is 
expressed in consciousness of the great 
moral influence which such а decision 
would have on the whole world, for 
there is undoubtedly no power on 
earth, which with a clearer conscience 
could take over this exalted function 
of a Righter of the World, as the 
United States of America, fully im- 
partial to all kinds of petty jealousies 
and selfish reasons, and partial only to 
the welfare and interests of mankind, 
justice and genuine lasting peace. 


The Industrial and Financial Situation in 
Great Britain and Its Remedies 


Ву Јове Jorce BRODERICK 
Commercial Counsellor, British Embassy 


HE fundamentals of the British 
position, fortunately, are very 
simple. They scarcely need to be 
stated, much less to be examined in 
detail, especially since the important 
events and movements which take 
place in England are generally very 
fully reported in the American press 
and followed by the American business 
public almost as closely as the situation 
in the United States itself. ў 


> 
owever, 


it is sometimes useful io restate 
fundamental facts, especially when you 
are considering remedies ior existing 
eVils, or endeavoring to find ways and 
means of meeting difficulties with 
which you are confronted, and that 
must be my excuse if I should appear 
to be too elementary in what I say. 
An official estimate made a little 
before the outbreak of the Huropean 
War indicated that we had in Great 
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Britain and Ireland a total population 
of a little over 46 millions to an area of 
120,651 square miles and a density in 
England and Wales of 618 persons to 
the square mile. That is an elementary 
fact but impressive when you think of 
what it means. The growth of this 
population has synchronized with and 
been caused by or based upon the 
rapid growth of machine industry. 
For the sustenance of this population 
(and of the livestock maintained in the 
country) the United Kingdom im- 
ported in the year 1918 under the 
general heading of Food, Drink and 
Tobacco, goods to the aggregate value 
of £295,000,000 or, at $5 to the £, 
about $1,475,000,000. The tobacco 
imported might, perhaps, be regarded 
in the nature of a luxury, and it is 
obvious that, in this country, most 
people would be inclined to place a 
considerable proportion of the imports 
of drink as in the luxury class. At 
a pinch, considerable reductions could 
doubtless be made in the quantities of 
actual solid foodstuffs brought from 
overseas, and considerable reductions 
were made, in point of fact, during the 
war years when the tonnage for trans- 
portation was limited and when the 
resources of the population were being 
progressively limited by the stress of 
the war. Itremains true, nevertheless, 
that the United Kingdom cannot 
support her large population on her 
own domestic food resources, but has 
been and will continue to be obliged to 
purchase enormous quantities of grains, 
meats and other provisions from over- 
seas countries. These food supplies, 
are paid for, in part, by shipping and 
financial services rendered to overseas 
countries and by the annual interest 
on British overseas investments, but 
in the main they are paid for by ex- 
ports of manufactured and partly 
manufactured articles supplemented 
by the exports of coal. As the Prime 
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Minister recently stated at Cannes, 
“Britain lives by her exports.” 

Now, the production of manufac- 
tured goods renders necessary a very 
large annual importation of cotton, 
iron ore, copper, wool, lumber and 
other raw materials of industry. In 
1918 the total value of our imports of 
raw materials and articles, mainly 
unmanufactured, reached a total of 
£269,989,720 or, approximately, $1,- 
$50,000,000, and these imports had to 
be paid for by further shipments of the 
products of industry. 

Of course, a large proportion of the 
output of British factories is absorbed 
by the domestic demand created by a 
population of over 46 million people. 
The domestic market is a highly 
important market from the point of 
view of the British manufacturer. 
He regards it as, and it is, the sub- 
stantial groundwork of national in- 
dustry, but the purchasing power of 
the population is vitally affected by 
and, in the final analysis, dependent 
upon a flourishing overseas trade. So 
the real key to the position and pros- 
perity of Great Britain over a series 
of years is her exported surplus of 
manufactures and the volume of her 
earnings for shipping freight, insurance, 
financial and other services—her over- 
seas balance in fact. 

A short consideration of the position 
of hertreat export industries will, there- 
fore, give you a fairly clear idea of her 
industrial and financial situation. All 
her industries were seriously damaged 
by the War, damaged to an extent only 
too keenly felt by those actually en- 
gaged in and dependent upon them, 
but searcely appreciated abroad. A 
very heavy decrease took place, for 
example, during the war period, in the 
actual output of all industries which 
were not considered strictly essential 
for war purposes. The ranks of their 
laboring forces were thinned by suc- 
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cessive drafts upon their men, either 
for service on the firing line or for 
diversion to the production of war 


requirements. Their supplies of raw, 


materials were progressively curtailed, 
and, with the exception of the shell 
factories, there were only two groups 
of industries, namely, the metal and 
the chemical industries, in which the 
number of men employed during the 
war period showed an increase. The 
output of these two industries, it need 
scarcely be added, was entirely de- 
voted to war purposes. 

The coal-mining industry suffered 
with particular ‘severity, not only 
because the labor engaged in it was 
seriously curtailed, over Ба 'а million 
miners having been called to the colors, 
but also because such а seriously 
diminished mining force could main- 
tain output at a reasonably safe 
level only by working the easily won 
coal and leaving the more difficult 
seams to be worked when the War was 
over. Hence, an enormous amount 
of new and difficult development work 
has had to be undertaken in the coal- 
mining industry since the Armistice, 
as an essential prerequisite of increased 
coal production. The depreciation 
of plant and the shortage of tubs 
presented additional difficulties in this 
industry which could be only gradually 
overcome. 

I think it is unnecessary to ge into 
further detail on these matters, and I 
mention them only to show what 
serious problems confronted British 
industry after the War was over. It is 
not an exaggeration to say that the 
export trade had been practically 
allowed to go by the board, more 
especially the trade with distant mar- 
kets which would, in any case, have 
required the use of considerable ship- 
ping tonnage for its maintenance. 

Then the reabsorption intg industry, 
of the armies which had been fighting 


in France, in the Near East, in Mesopo- 
tamia and other battle fields presented 
the gravest difficulty, because it was 
found impossible to demobilize them 
in accordance with reviving require- 
ments of industry. The Ministry of 
Reconstruction had worked out a very 
carefully laid plan of demobilization 
under which we were to demoblize 
first of all the men who belonged, or 
had before their war service belonged, 
to the pivotal industries upon which 
the industrial pyramid stands, and 
then the men belonging to the next 
higher important industries, and so on, 
until we completed the pyramid; but, 
in order to do that, we should have had 
to demobilize, in the first place, the 
very men who had been the last to be 
called to the colors, and that did not 
satisfy the men. The men who had 
been first called to the colors were, not 
willing to agree that those who had 
come last should be the first to bé 
discharged. The situation became so 
difficult that the whole demobilization 
scheme of the Ministry of Reconstruc- 
tion had to be scrapped, and the troops 
had to be demobilized according to 
regiments—in an unregulated way, so 
far as the industrial situation in the 
United Kingdom was concerned. 

All these and other factors, including’ 
the increased difficulty of securing 
certain raw materials even at inflated 
prices, and the vitally important 
difficulty of regaining old markets or 
finding new outlets for industrial prod- 
ucts, seriously retarded reconstruction. 
Some of them have been partially 
overcome, but some, such as the 
question of markets and of effective 
demand from foreign countries, have 
increased in difficulty in the meantime. 


Солт. AND OTHER INDUSTRIES 
The question of coal supply and of 
coal exports is one of peculiar im- 
portance in the British industrial and 
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commercial situation. The total out- 
put of British coal in 1918 was about 
987 million tons, of which 94 million 
tons were exported as cargo and 
bunkers. In no single year during the 
War or since did either the output or 
the exports again reach those figures. 
Delay in recovery is due to some ex- 
tent to the factors I have already 
mentioned, namely, the practical ex- 
haustion of the more easily worked 
seams and the depreciation of equip- 
ment, but it is due far more to labor 
disturbances and controversies re- 
garding the organization and national- 
ization of the industry. A strike which 
took place in 1919 is held responsible 
for a loss of about 14 million tons of 
coal, while the loss entailed by the 
strike of last summer is quite incalcula- 
ble. One result of that strike was 
that the total output in 1921 was the 
lowest recorded for thirty-five years, 
amounting only to 1634 million tons 
as compared with 229 million tons in 
the previous year and 287 million in 
1913. .It is interesting here to note a 
somewhat encouraging change which 
has taken place in the cost of coal 
production since the mines have been 
restored to private operation. During 
the first three months of 1921 the net 
cost of production, excluding capital 
charges, was forty shillings a ton, wage 
costs representing 29/8 a ton and 
other costs 10/7. Work was resumed 
in the mines after the strike, in July. 
The number of men employed in the 
industry was reduced between then 
and November by about 160,000 and 
by the end of the year the cost of 
production in Great Britain as a whole 
had declined from forty to twenty 
shillings a ton. Output per man was 
also increasing and the prospects in 
many of the coal fields had greatly 
improved, Another encouraging sign 
was a marked revival of foreign de- 
mand for British coal and a consequent 


increase in exports, which are still, 
however, far below the 1913 level. 

In most other industries, also, the 
year 1921 was one of unexampled 
depression. Stagnation in the iron 
and steel industry which the coal 
stoppage had brought almost to the 
verge of collapse may be appreciated 
from the fact that the total output of 
pig iron for the whole year amounted 
to only 2,611,000 tons as against 7,- 
967,000 tons in 1920 and 10,200,000 
tons in 1918, while the production ‘of 
steel ingots and castings which stood 
at 7,665,000-tons in 1913 reached only 
9,625,000 tons in 1921. 
cause of these declines was a rapid 
drop in prices, which set in at the very 
beginning of the year and continued on 
the downward grade until December. 
Exports of pig iron in 1921 were only 
one quarter of those in 1920, but the 
exports of finished iron and steel, on 
the other hand, showed a tendency to 
increase. The present outlook is 
somewhat more encouraging as there 
are large postponed railroad and other 
requirements to be filled and a further 
reduction of fuel and transportation 
charges is to be expected. 

Similarly, in the textile industries, 
which together give employment in 
normal times to well over a million 
persons and which account for about 
one-third of British export trade in 
manufactured goods, the record of 
1921 has been one of severe depression, 
short hours and unemployment. So 
far as the cotton industry is concerned, 
wide fluctuations in the price of raw 
cotton prevented steady production. 
Since the close of the year, however, 
some slight improvement is noticed in 
certain standard lines and a stronger 
export situation is developing. Ob- 
servations of the same general character 
might be made about the woolen 


trades, which passed through a very 


unsatisfactory year in 1921 but which 
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have somewhat brighter prospects 
now, chiefly because of the progressive 
exhaustion of stocks of high priced 
goods, the cheapening of raw materiel 
and of fuel costs and because of post- 
poned demand. 

The shipbuilding industry accounts 
in normal times for an important 
proportion of our export trade. It is 
an industry in which Great Britain has 
held the lead for a long time. In 1921 
its actual tonnage launched reached 
about 1,600,000 tons as compared 
with 2,150,000 tons in 1920. Un- 
fortunately, however, these launch- 
ings represented the completion of old 
contracts and the new orders received 
in British yards were scarce and 
comparatively small. This is by no 
means surprising when one considers 
the reduction in world-trade, the conse- 
quent state of the freight market and 
the fallen values of mercantile tonnage. 
Hopes for the future in the shipbuild- 
ing industry of Great Britain are 
based upon the age and condition of 
much of the tonnage now in operation 
as well as upon the expectation of a 
definite, if slow, increase in interna- 
tional traffic. 


UNEMPLOYMENT AND REMEDIES 


These short sketches of the conjli- 
tion of some of our most important 
export industries in 1921 taken together 
present a gloomy picture and it would 
be still more gloomy if I referred to the 
unemployment of labor springing from 
the conditions in the industries I have 
touched upon and similar conditions in 
most other trades. Unemployment, 
in fact, has been one of our most 
serious political as well as social 
problems during the past nine or ten 
months. Тһе actual figures of wmn- 
employment are not in my possession, 
but I understand that they amounted 
to some 2,000,000 persons ouk of work,, 
and there are abundant indications 


that the situation has been and still 
is a serious one—so serious that 
Parliament, although recognizing that 
its eure depends upon the energy and 
applieation not only of the workers in 
the United Kingdom, but also of those 
in countries to which the United 
Kingdom sells its products, has 
revertheless felt it necessary to adopt 
certain measures of relief. A special 
session of Parliament was called in 
October, 1921, to deal with this very 
question, and agreed to vote funds in 
aid of various kinds of relief work then 
in existence. It was agreed, for ex- 
ample, that the central government 
would guarantee 60 per cent of the 
wage bill incurred by local authorities 
in carrying out certain approved works. 
'This measure alone has resulted in 
work's being provided for more than 
100,000 men for varying periods. The 
central government also consented to 
make grants towards the interest and 
sinking fund of loans raised by local 
authorities for works of public utility 
which would provide employment for 
the workless. An important act was 
also passed called the “Trade Facilities 
Act,” which authorizes the British 
Treasury to guarantee the payment of 
loans in respect to capital undertakings 
in Great Britain or of the purchase in 
Great Britain of goods to be used in 
capital undertakings abroad. 

These remedial measures have all 
helped materially to reduce the vol- 
ume of unemployment. Late in March 
the number of workers out of employ- 
ment stood at the lowest figure for 
папу months, but, as I have just said, 
it is fully realized that these measures 
are only temporary (and very costly, 
involving an outlay of more than 
$1,000,000) expedients and that the 
real remedy lies in restoring effective 
markets and so keeping the wheels of 
industry in constant motion. 
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BRIGHTER ÁsPECTS 


Up to the present I have been dwell- 
ing upon the gloomy, dark side of our 
situation. Let me turn now to the 
silver lining of the cloud. One does 
so with relief, even though the silver 
lining be as yet but a very narrow 
margin of brightness on the cloud's 
edge. You may perhaps be surprised 
to hear me say that one factor that 
goes to make up the silver lining is the 
recent development of the British 
labor situation. Labor is usually 
referred to as presenting the darker 
side of the British position and accus- 
ing fingers axe often pointed at the 
coal miners and trgnsport workers 
whose strikes, since the Armistice, 
have done so much to retard and 
hamperthe return of British prosperity. 
I cannot myself take any very definite 
side on this controverted topic, but, 
on whichever side the blame for those 
disastrous stoppages of work lay, it is 
certain that the depression and lack 
of employment and privation brought 
by the year 1921 has taught us useful 
lessons and helped us over many an 
economie and social fallacy. In 1921, 
labor, like the other members of the 
industrial partnership, went through 
the depths of depression. Undesirable 
and unregulated tendencies which had 
appeared during the previous period 
of giddy prosperity were definitely 
checked. There was never, I think, 
any real danger that British labor, as a 
whole, would subscribe to communistic 
principles, although an extreme section, 
or left wing, of labor undoubtedly did 
entertain Bolshevistic ideas, just a$ 
similar ideas were entertained almost 
eighty years ago when the country had 
to cope with the Chartist movement. 
But if communistic notions did not 
find full acceptance in their entirety 
among British labor, the extreme left 
was exercising a growing influence and 


“methods of 


“direct action" were 
gaining ground. Such methods were 
actually adopted in the coal strike of 
last summer when the safety men were 
withdrawn from the mines. But, 
while the British people are very 
sympathetic to just claims of labor, 
they have no sympathy with Bolshe- 
vism in any shape or form, and the 
result of the coal strike, as well as of 
the serious labor disturbances which 
preceded and led up to it, has been a 
signal defeat for the extremists and 
direct actionists and a vindication for 
the saner leaders of the Trade Union 
movement who had opposed extreme 
methods all along. 

Our overseas trade is showing signs 
of healthy improvement though, of 
course, it cannot regain a normal, 
satisfactory, condition until peace has 
been fully restored in Europe and Asia. 
The ‘general financial position seems 
satisfactory as we may gather from the 
reductions in the bank rate and the 
law rates for money now prevailing. 
You are as familiar as I am with the 
fact that our national revenue and our 
national expenditure, in spite of the 
great difficulties I have touched upon, 
have not only been balanced but that 
provision has been and is being made 
for some reduction of debt and for the 
payment of interest on the loans con- 
tracted for the assistance of our allies 
in the War. It was, as you know, the 
settled policy of the British government 
during the whole period of the War to 
finance as much as possible of the war 
expense out of actual revenue and it 
succeeded in so financing a large 
proportion of that expense, notwith- 
standing its enormous dimensions. 
Thus in the year 1916 the revenue 
amounted to 21 per cent of expenditure 
and in 1919 to as much as 88 per cent. 
In the table on page 8% is a statement 
taken from a recent British publication 
‘showing the total annual expenditure 
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Relation of 
Total Total 
Year Ended March 31 А Revenue to 
Expenditure Revenue Е аге 
Per cent 
1014 (pre-war) |. ....... ..... £197,000,000 £198,000,000 100 5 
1918... с унаа 5 вал 561,000,000 227,000,000 40 4 
1916. S ue PORA REA seer oe 1,559,000,000 387,000,000 21 6 
19017... vov VS 2,1€8,000,000 573,000,000 26.1 
1018: и ле Cea йи ка аЛУУ 2,696,000,000 707,000,000 26 2 
1919... 2,579,000,000 889,000,000 34 5 
1920 ..... 1,666,000,000 1,840,000,000 80.4 
1921... 1,195,000,000 1,420,000,000 119 8 





and the total annual revenue of the 
United Kingdom for each fiscal year 
since 1914 and the relation between the 
two. You will observe from that table 
that the revenue which stood at 193,- 
000,000 pounds, or: $990,000,000, in 
1914 grew to 1,426,000,000 pounds, 
or $7,180,000,000, in 1921. This, I 
think, may be regarded as a very 
noteworthy achievement in the cir- 
cumstances. 





One may also derive some encourage-' 


ment from the last budget statement 
just made by the Chancellor of the 
Exchequer, in which he felt that the 
situation in Great Britain had so much 
improved that he was able to give 
substantial relief in connection with the 
income tax and a few other of the 
most onerous burdens borne by the 
British people during the last several 
years. 


The Finance and Currency Situation in Poland 


By E. Dana Durand 
Bureau of Foreign and Domestic Commerce, Washington, D. C. 
е 


OLAND, with its fiduciary cur- 

rency inflated to more than 250 
billions of marks and depreciated to 
approximately the thousandth part of 
its nominal value, is frequently held up 
as a classic example of bad financial 
management. Apart from Russia and 
Austria, there is no country whose 
currency is so depreciated. However, 
despite her unfortunate currency situ- 
ation, Poland is making very real 
economic progress. Опе is, [herefore, 


forced to the conclusion that there are’ 


other factors more important in de- 
termining the economic situation of a 
country than its currency. 

The Germans, during their occupa- 
tion of former Russian Poland, in- 
froduced a currency identical in nomi- 
nal value with the German mark and 
guaranteed by the German Imperial 
Bank. When Poland became inde- 
pendent, she began issuing: currency 
of her own, bearing the same name, 
but carrying the inscription: “The 
Polish Government assumes the re- 
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sponsibility of exchanging this note for 
the future Polish currency at a rate to 
be established by the Diet.” 

At the outset of Poland’s national 
life, the amount of German paper 
marks in circulation, together with the 
equivalent value of crowns, roubles 
and other paper money still circulat- 
ing in certain parts, was in the neigh- 
borhood of 3 billion merks. By 
January, 1920, the amount had been 
increased to about 8 billions; by 
January, 1921, to 50 billions; by 
January, 1922, to 230 billions; and by 
April 1, 1922, to 251 billions. During 
1920, the amount outstanding in- 
creased about six-fold; during 1921, 
about four-fold. 

Up to the end of 1921, much the 
greater part of the expenditures of the 
Polish government were met by the 
issue of paper money. According to a 
recent statement of the Finance Min- 
ister, the total expenditures from the 
beginning of the independent existence 
of Poland, toward the close of 1918 up 
to the end of 1921, were 324 billions 
(for the most part only the excess of 
expenditures of railways and certain 
other government enterprises over 
their receipts was included in this 
amount), and the revenues, 102 billions, 
leaving a deficit, covered by internal 
loans and, for the larger part, by paper 
money, of 222 billions, or 69 per cent 
of the expenditures. As more fully 
pointed out later, there has been a 
great improvement in the budget 
situation during recent months, 

As the natural result of this great 
multiplication of the circulating me- 
dium in Poland, its value both within’ 
the country and in foreign exchange 
has fallen enormously. Prices have 
mounted by leaps and boundg. The 
normal ratio of marks (that is, German 
gold marks) to the dollar is approxi- 
mately fotr. By January, 1920, it 
took 128 Polish marks to buy a dollar; 
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by January, 1921, 750; and in Septem- 
ber, following & toboggan-fall during 
the summer, the rate reached about 
7,000 to the dollar. Since that time 
there has been an improvement. At 
present, the rate is in the neighborhood 
of 4,000, or one-thousandth of the par 
value. 


CAUSES OF INFLATION 


Spectacular as has been this inflation 
and depreciation of the Polish cur- 
rency, there was more excuse for it 
than many people have been inclined 
to allow, and, on the other hand, its 
effects, although serious, have been 
less catastrophic than many have 
supposed. 

It would have been unreasonable to 
expect the new Polish State, under 
the extraordinary conditions which 
confronted it during the first two or 
three years of its existence, to raise 
sufficient taxes to cover its expendi- 
tures, and equally unreasonable to 
expect it to be able to borrow from its 
people, by ordinary unforced loans, 
any large sums. The country was 
made up of parts of three former em- 
pires, each with a different system of 
taxation. In each of these three em- 
pires, the policy during the War had 
been to meet only a small part of 
government expenditures by taxation, 
and to issue great quantities of paper 
money as well as great amounts of 
bonds. The new government inher- 
ited these divergent tax systems and 
this all too uniform practice of war- 
financiering. Moreover, its people 
were impoverished by the sheer ravages 
of war and by the exactions of hostile 
armies of occupation. Agriculture, 
the basic industry, was so ruined that 
the United States had to come with 


‘relief to save the people from star- 


vation. Moreover, Poland did not, 
with the Armistice of 1918, gain the 
lessings of peace. She was at war with 
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Bolshevik Russia until September, 
1920. The war was a terrible burden 
of expense, while it also hindered the 
recovery of production and the develop- 
ment of tax-paying capacity. 

'The only available recourse was the 
forced contribution—more truly a tax 
than a loan—through the issue of paper 
money. The process of inflation once 
begun tended itself to prevent a cure. 
Taxes could not catch up with de- 
preciation. A tax assessed on the 
basis of a given scale of values and in- 
comes and paid some months or a year 
later, money meanwhile having lost a 
large fraction of its buying power, 
went but a little way toward govern- 
ment expenditures. Only altogether 
extraordinary methods of taxation, 
such as could not be expected to be 
effectively enforced in so young and so 
impoverished a state, could have 
balanced the budget. As we shall see, 
the Polish government has at last, 
within the past few months, taken the 
bull by the horns and undertaken such 
Spartan measures, but it had pretty 
good excuse for not undertaking them 
earlier in its career. Moreover, by 
reason of the very fact that paper- 
money inflation had begun, the govern- 
ment naturally found it impossible to 
sell any large amount of bonds at home 
or abroad to cover its deficits, and hád 
to go on with further inflation. 


INTERNAL PRICES AND 
Ехснлмав RATES 


It is interesting to compare the 
changes in the value of Polish currency 
with the changes in the amount out- 
standing, and to compare the changes 
in the internal value as measured by 
prices of commodities with the changes 
in the external value as measured by 
exchange. On account of the un- 
certainty of earlier statistics, com- 
parison may best be based,'on the 


figures for January, 1920. At the end ° 


of March, 199%, the amount of paper 
money outstanding was 28.7 times 
greater than in that month. Тһе level 
of internal prices (as measured by the 
cost of food at Warsaw) had multiplied 
meantime about 25 times. The num- 
ber of marks necessary to buy & dollar 
in foreign exchange had multiplied 
80.8 times. The parallelism in the 
three items is thus quite close. While 
there have been times when a great 
disparity existed between exchange 
rates and internal prices, at present 
the disparity is comparatively small. 
In the summer of 1921 a person with 
American dollars in Warsaw could 
dine in the best restaurants for a mere 
fraction of what he would have to pay 
in America, but at present the dollar 
does not go a great deal further in 
Poland than in our own country; or, 
more strictly speaking, the difference 
is now not much greater than before 
the War. 

The increase in prices in Poland, 
representing the depreciation of the. 
mark, although rapid, has been at a 
fairly even pace. This is not true, 
however, of the fall in exchange. This 
has been subjectto marked fluctuations. 
'The sharpest took place in the second 
half of 1991. On June 1, the rate of 
exchange was about 1,000 marks to 
the dollar. By July 1,it had fallen to 
more than 2,000, and by the latter 
part of September to around 7,000. 
Barely a month later it had risen to less 
than 2,500 to the dollar. On one day 
during this period the rate rose from 
&bout 6,000 to about 4,000 and fell 
again to about 5,000. Since November 
eXchange has been much steadier but 
it still has fluctuated more than prices. 

Exchange rates are subject to in- 
fluences which have very little effect 
upon the purchasing value of money 
within the country. They are de- 
cidedly affected, of courses by the 
balance of trade. They are influenced 
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by opinion as to the general political 
and economic outlook of the country 
for both the near and the distant 
future. They are influenced greatly 
also by opinion as to the prospects re- 
garding the balance between govern- 
ment expenditures and receipts and the 
consequent quantity of paper money 
likely to be issued in the future. 
Finally, exchange rates are often 
seriously affected by sheer speculation 
and by deliberate manipulation: Im- 
portant as it is that further inflation of 
currency in Poland, as in other Euro- 
pean countries, should be checked, it 
is almost equally important that, if 
inflation continues, the movements 
of foreign exchange should become 
steadier and follow more closely the 
movements of internal prices. 


Errects or INFLATION 


What now have been the effects of 
this inflation of the currency upon 
economie conditions in Poland? It is 
obvious that the value of securities 
having a fixed rate of return has been 
virtually wiped out. "That effect, how- 
ever, was substantially accomplished 
long ago. The creditor class, as such, 
is almost as completely erased from the 
economic slate by depreciation of its 
claims to the fiftieth part of their 
value as to the thousandth part. The 
number of persons dependent upon 
fixed investments in Poland was far 
less, relatively, than in more highly in- 
dustrialized countries, and consequent- 
ly the social effect of their losses is of 
less significance. 

More important from the practical 
economic standpoint has been the 
checking of new credit transactions. 
Even short-term credits involve too 
much risk and the great ebulk of 
business is done on a cash basis. In 
a country with an intricate industrial 
system like the United States, the 
stoppage of credit would have an ex- 
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tremely serious effect upon production 
and trade, but in the simpler economic 
life of Poland, where agriculture oc- 
cupies tWo-thirds of the population, 
the effect has been much less grave. 

The most important evidence to 
show that paper money in Poland has 
not been entirely destructive of inter- 
nal economic progress is found in the 
statistics of actual production of the 
principal industries. In practically 
every industry, there has been a 
marked increase of output, month by 
month and year by year, since the 
Armistice, and while, in general, pro- : 
duction has by no means yet attained 
the pre-war level, it seems not at all 
impossible that it may do so in a few 
years more, even if further depreciation 
of currency still continues. 

Especially important has been the 
recovery in Polish agriculture. In the 
year following the Armistice, the crops 
оѓ Poland were scarcely half of the pre- 
war production, and America had to 
furnish large quantities of food for the 
relief of the population. The crop of 
1921 was equal to three-fourths of the 
pre-war production. In the case of 
rye, the most important grain, the out- 
put in 1921 was double that in 1990, 
largely owing to more favorable 
weather conditions, but partly owing to 
increase of acreage. Year by year the 
peasants have planted more land and 
reposts indicate that a still further in- 
crease is being made for 1922. 

Again, the production of coal in Po- 
land, which had been greatly reduced 
by the War, has been gaining steadily 
until at present it is substantially 
equal to that of 1918, the best pre-war 
year. More salt is being produced 
than before the War. The output of 
forest products is rapidly increasing 
and the Port of Danzig is choked with 
lumber, its facilities for trans-ship- 

„ ment haying proved inadequate. The 
cotton mills are producing at nearly 
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pre-war capacity, and almost all manu- 
facturing industries have been making 
rapid strides. Railroad transporta- 
tion has increased greatly "in volume 
and improved in efficiency. 

The truth seems to be that business 
in Poland has learned to adjust itself 
fairly well to the abnormal currency 
situation. The advance in prices has 
become more or less standardized. 
Wages have followed prices with 
sufficient closeness to prevent serious 
labor disturbances. Paper money is 
like some diseases to which, after a 
time, the human system so adapts 
itself that, although uncomfortable, 
they cease to be very dangerous. 


INCREASED Forren TRADE 


Despite the fact that foreign ex- 
change has shown such violent fluctua- 
tions, Poland has been able to do a 
very considerable and increasing for- 
eign trade. The instability in the ex- 
change value of the mark has naturally 
greatly lessened credit transactions in 
import business. But it has not pre- 
vented cash transactions. Indeed, the 
big cotton mills and the central agri- 
cultural syndicate have been able to 
buy on credit, the sums due being, of 
course, expressed in other than Polish 
currency. If from the statistics for 
the first two years of Poland's exist- 
ence you eliminate the imports of food 
and other supplies furnished as д gift 
or on essentially philanthropic credit, 
and eliminate also coal from Upper 
Silesia, now in part annexed to Poland, 
you will find that there has been a 
marked increase in imports into Poland 
of the things she ought normally to im- 
port, at the same time that there has 
been a still more marked increase in 
exports. The mechanism of settle- 
ment of accounts is, after all, a 
mere, though important, incident. The 
fundamental factors in the exjstence of , 
import trade are the need of imported” 


goods and the possession of some means 
of payment. Certain kinds of im- 
ported goods Poland very greatly needs, 
and she has the means, in increasing 
degree, of paying for them. These 
means are exports, which are rapidly 
increasing, &nd, perhaps equally im- 
portant, remittances of emigrants. 

The decided improvement in the 
foreign trade situation of Poland is 
seen by comparing 1920 with 1921 and 
especially the first half of 1990 with 
the last half of 1091. Unfortunately 
only weights are available, not values. 
(The latter were first made public for 
January, 19%, when imports, including 
Upper Silesian coal, were about 27 
billions of marks—roughly $9,000,000 — 
and exports, 9 billions.) 


Recent FINANCIAL IMPROVEMENT 


While Poland has thus been making 
real economic progress in spite of the 
tremendous inflation and depreciation 
of her currency, it is obviously most 
desirable that the printing of paper 
money should come to an end. The 
Poles themselves very generally rec- 
ognize that fact. Public opinion in 
favor of budget-equilibrium has de- 
veloped rapidly. The cabinet of Poni- 
kowski, with Michalski as Finance 
Minister, which took office in October, 
has adopted a vigorous financial policy. 
Much has already been accomplished 
in reducing government expenditures 
and stillfurther cuts are planned. The 
revenue from previously established 
taxes has, with more vigorous ad- 
ministration, been, rapidly increased. 
If we assume that the net expenditures 
of the government are represented sub- 
stantially by the income from taxes 
plus internal borrowings (through pa- 
per шоцеу or otherwise), then taxes 
in 1920 amounted to 9 per cent of net 
expenditures; in the first quarter of 
1921, to 11 per cent; and in the last 
quarter, to 87 per cent. More im- 
































FINANCE AND CURRENCY SITUATION IN POLAND 87 
Іхсвюлав in Forman Traps or Роьлмо, 1920-21 
In 1,000 metric tons 
. 

First half Last half 
1920 1921 1920 1921 
All imports . oo... зе eee eee eee 3,580 4,841 1,908 2,871 
АЙ exports ее x SEXES 620 2,028 209 1,150 
Excess of imports ..... .. ....... 2,910 2,813 1,699 1,221 
Imports except сов] . ......... . Ap 839 1,816 423 639 
Exports except coal...... ...... ... 473 1,698 190 1,007 

Excess of imports. $66 233 

*"  " exports....... cee eee eee 877 368 
Exports of wood and its products 102 857 20 561 
Exports of oil and its products. .... .. 140 885 26 215 
Exports of sugar.. ....... 16 89 03 12 
Exports of cement. .... eU xe FE А 41 74 13 39 

Imports of cotton (nearly all American) . 22 9 41 2 10.4 24.1 











portant still, a special “Budget Balanc- 
ing Contribution” was enacted in 
December, to be collected during 1922. 
This contribution is, at rates, in most 
cases, several hundred times higher 
than those previously in force for taxes 
of the same class. Moreover, the 
government, which had met with little 
success in the endeavor to raise long- 
term internal loans, has in recent 
months issued in considerable sums 
interest-bearing treasury notes, thus 
lessening the need of paper-money 
issues. 

The result of these measures has 
been significant. During the quarter 
from July to September, 1991, the 
amount of paper money in circulation 
increased 50 per cent. During the 
last quarter of 1921, it again increased 
50 per cent. During the first quarter 
of 1922, the increase was only 9 per. 
cent and during the month of March 
it was only 14 per cent. Moreover, 
during the past few months, the larger 
part of the new paper money issued 
has not been due to government deficits , 
but to loans to industry and trade. 


Of the net government expenditures, 
calculated as above described, paper 
money covered in 1920, 80 per cent, 
in the first quarter of 1921, 81 per cent, 
in the last quarter of 1921, 51 per cent, 
and probably in the first quarter of 
1922 (exact figures not yet available) 
not over 10 per cent. 


Tue 1922 BUDGET 


In the latter part of March, the 
Einance Minister submitted his budget 
for 1922. This contemplates expendi- 
tures, ordinary and extraordinary, of 
591 ebillion marks. (The increase as 
compared with previous budgets is 
only apparent, being due to the greater 
depreciation of the currency and to 
other factors of incomparability.) 
These are gross expenditures, includ- 
ing the operating expenses of railways 
and other government enterprises. The 
gross revenues, including the proceeds 
of proposed new taxes, are put at 458 
billions, with a deficit of 188 billions. 
The deficit, however, is due to ex- 
traordinary expenditures amounting 
to 151 billions, of which 112 billions 
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represents investment expenditures, 
which the Finance Minister hopes to 


be able to cover by loans chiefly made < 


abroad. 

The revenue from taxes is put at 
about 257 billion marks, of which from 
ordinary direct taxes is to come 27 
billions, indirect taxes, 1004 billions; 
customs, 81 billions; stamp and trans- 
fer taxes, 8 billions; and from the ex- 
traordinary budget-balancing direct 
taxes, 90 billions. Most of the remain- 
ing income is to come from railways 
and other government property. 

It is, of course, uncertain whether 
this budget can be lived up to. Polish 
budgets inthe past have over-estimated 
income and under-estimated expendi- 
ture. The present attitude of the 
government and of the people, however, 
appears to be much more firm than 
heretofore and, what with the increase 
in production and consequently in tax- 
paying ability, the prospects are more 
encouraging than at any time before. 

There can be no possible doubt as to 
the ability of Poland to pay taxes 
sufficient to cover at least the ordinary 
expenditures of its government. This 
conclusion does not depend upon any 
statistical calculation of the income of 
the people and the share thereof re- 
quired to cover government expendi- 
tures. It follows directly from the 
fact that the Polish people have 
actually hitherto borne out of «heir 
current income the ordinary expendi- 
tures of government, and have done so 
during a time when those expenditures 
were relatively higher and the income 
of the people relatively lower than at 
present. The fundamental thing which 
roust never be overlooked is that, apart 
from the using up of past savings or 
from borrowings abroad, a country has 
nothing with which to support its 
government except its current pro- 
duction and the current income of its, 


people. Paper money creates nothing. 
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It is merely a means of transferring 
part of the income of the people to the 
coffers of the government. You may 
call it a forced loan or call it a tax; in 
either case it comes out of the pockets 
of the people. The process of ex- 
traction through paper-money inflation 
may be easier than by other forms of 
taxation, but with sufficiently vigorous 
government and sufficient patriotism 
and good sense onthe part of the people, 
other forms of taxes can be substituted 
for the paper-money tax. 

As a matter of fact, if you calculate 
the burden of the Polish budget for 
1922 in terms of sound money—not 
even using exchange tates as a basis, 
but rather the internal buying power of 
money as compared with pre-war times 
—vou will find that it amounts’to not 
more than $200,000,000, or say $7.50 
per capita of the Polish population. 
This is gross; the net expenditures are 
only two-thirds as much. Our na- 
tional taxes are six times as much per 
capita. The chief reason why the 
burden in Poland is comparatively low 
is because Poland has, for present 
practical purposes, a very small in- 
ternal interest-bearing debt. 'To be 
sure, the debt reads, in terms of paper 
money, many billions of marks (30 
billions apart from paper money) but 
the interest on it has to be paid only 
in the terms of marks worth not much 
more than one-thousandth of their par 
value. When the average wage earner 
who before the War received 3 marks 
per day now gets 1,500 to 2,500, gov- 
ernment expenditures of hundreds of 
billions cease to look so appalling. 


Forure RECKONING 


But how about the future? Must 
there net come a day of reckoning 
when these billions of internal bonds, 
these scores of billions of paper notes, 
must be paid in sound money? Has 
not the Polish government laid up a 
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crushing burden for generations to 
come? 

I do not care to pose either as a 
prophet or as a counsellor, and I, 
therefore, do not propose to answer 
these questions. It is pretty obvious 
that the currency of many of the 
European countries can never be 
brought back to par. The combined 
face value of European currencies, not 
counting thé astronomical figures of 
Russian roubles, runs far over a 
hundred billions of dollars, or many 
times the total gold stock in all the 
world. Whether it is possible, or, if 
possible, desirable, for countries like 
Poland to attempt to increase mate- 
rially the value of their paper money, 
without attempting to bring it all the 
way back to par, is a question con- 
cerning which much may be said on 
both sides. 

This much is certain: 

The first step towards sanitation of 
the currency is to stop further print- 
ing of it. Practically the only means 
by which this can be accomplished, in 
the case of most European countries, is 
by balancing the budget through in- 
ternaleffort, by making current receipts 
of the government from its own people 
equal to its current expenditures. 
There is little prospect that the United 
States or other countries with sound or 
approximately sound currency will 


make great loans to countries with 


` depreciated currency for the purpose 


of stopping depreciation; they may 
make such loans after the process of de- 
preciation has ceased. No country 
ought to ask the people of another 
country to lend it money to cover cur- 
rent costs of government, and if it does 
ask it, the answer is pretty sure to be 
disappointing. Only when once the 
people of a country have shown them- 
selves able and willing to pay as they 
go, may they hope to borrow money to 
clear up old debts, to provide new 
capital investments, or to put a metal 
basis under their currency. 

And, secondly, it is more important 
for the reéstablishment of normal eco- 
nomic conditions in Eastern Europe 
that foreign capital should be invested 
there in productive industry than that 
it should be loaned to governments to 
cover current deficits, or be used in the 
attempt to introduce prematurely a 
sound currency system before the 
budgetis balanced by internalrevenues. 
Industry can make progress despite 
the unsatisfactory currency situation 
but it needs new capital to replace that 
lost during the War. With the in- 
creased production which new capital 
would bring about, these countries will 
be,in a better position to balance their 
budgets and to place their currency on 
a sound footing. 
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Foreword 


. 
By Тномлв STERLING 
United States Senator from Ohio 


CONGRATULATE the Academy 

on its appreciation of present world 
problems and world needs, but I 
sympathize with the Academy in its 
efforts to find the solution of the 
problems and a remedy for the needs. 
It is highly to our credit, however, if 
our interest in the general well-being 
leads us to see that the times are yet 
somewhat out of joint, and more to our 
credit if we devote some of our time 
and energy to the cause of rehabilita- 
tion and readjustment. For one I do 
not despair. By analogy I take some 
comfort from that old legal maxim, 
“There is no wrong without a remedy." 
For economic ills there should be a 
remedy, although I grant that in the 
latter case the remedy is more elusive, 
more speculative and more difficult of 
application than it is where simply 
legal obligations and rights are in- 
volved; but the two, the wrong which 
the law may redress and the dis- 
turbance of trade relations, have one 
thing in common at least, and that is 
they both rest on hard facts. A first 
duty, therefore, may well be an ascer- 
tainment of the facts and then will 
follow, perhaps, the application of the 
principles or the procedure best cal- 
culated to give relief. 

Of course, America’s prosperity is 
in a large degree dependent upon the 
rehabilitation of Europe. Resourceful 
as we are, we are not self-sufficient 
according to modern needs and stand- 
ards. The one-time luxury is now a 
necessity, the loss of which would mean 
retrogression both materially and in- 
tellectually, if not morally. It most 
certainly ‘would not mean progress. 
Badly off and hard-up as we but lately ` 
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found ourselves in the aftermath of the 
Great War, any attempt to be inde- 
pendent of Europe in trade relations 
would, in my judgment, result in 
greater economic distress and greater 
material loss than that which followed 
the War. In such case, too, Europe 
would be praying for the rehabilitation 
of America, and, I might say, the 
conversion of America to the common- 
sense view that while she should pro- 
tect her own interests and her own 
people, she is still a member of the 
great family of nations and that trade 
is the “calm health of nations.” Our 
supper-abundant energy, exploiting and 
developing our resources as it has done 
in the past, cannot long be repressed 
without loss to ourselves and to the 
world. We must carry on. In order 
that we may carry on we must find a 
place for our over-production in the 
markets of the world. We must 
export. This is one great reason why 
we are so immensely interested in the 
rehabilitation of Europe, although, 
indeed, we must not forget the humani- 
tarian aspects of the case. 

The first requisite to the rehabilita- 
tion of Europe is peace—peace and 
good will. I was amazed to read in 
last evening’s paper (May 12) of the 
military convention said to have been 
signed by the representatives of the 
Soviet Army and the German General 
Staff on April 8, last, under which the 
Germans agreed to furnish the Red 
army with arms and material necessary 
to equip, 180 infantry regiments and 
sufficient heavy field artillery to supply 
20 infantry divisions, along with other 
, aid in the way of instruction in mechan- 
ical warfare, the manufacture of air- 
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planes to be used in war and of poison. 


gas for similar use. To me this does 
not on the face of it look like peace. I 
hope that the story of such & conven- 
tion may prove a hoax. И not, I hope 
the genius and leadership of Lloyd 
George, backed by the watchfulness of 
France, the faithfulness of Belgium, 
will render abortive any such menace 
to the peace of the world. 

We have seen fit to keep away from 
Genoa—whether wisely or not I ex- 
press no opinion now—but when 
thirty nations, impelled by the ruinous 
condition into which credit, trade and 
exchange have fallen, come together 
to “talk it over" some common good 
ought to come out of it. I do not 
recall that a conference called for the 
purpose of understandings in regard to 
national obligations or in regard to 
international trade or credit, ever gave 


rise to war or cause of war. So, 
notwithstanding the wranglings, the 
suspicions and the misunderstandings 
so far disclosed, I have the confidence 
to believe that Genoa will yet prove to 
be, like the Conference for the Limita- 
tion of Armaments at Washington, 
another great victory of peace, a 
victory no less renowned than some 
of the great victories of war. So much 
being achieved, the business of the 
world will take on new vigor and begin 
to move in its accustomed channels. 
The nerves of commerce will again be- 
come steady and strong and sooner 
than we could have believed the re- 
habilitation of Europe will be an 
accomplished fact. The resulting 
prosperity of the American manufac- 
turer, merchant, banker and farmer 
will be America’s prosperity—but first 
there must be peace. 


Interest and Exchange Rates and Reparation 
И Payments 


By ALBERT STRAUSS 
New York City, former Vice-Governcr of the Federal Reserve Board 


T is not easy to distinguish effects 
from causes. Most effects become, 
in turn, causes, and most causes are 
themselves the effects of antecedent 
causes. In the economic field, current 
discussion is much interested in ex- 
change rates and interest rates, both of 
which it treats as causes, although both 
are primarily effects. 

First, a few words as to interest rates: 
Booms and depressions caused by 
hope of higher and fear of lower prices, 
whether of commodities or of securities. 
The hope of higher prices leads to a 
demand. for funds for the purpose of 
purchasing in anticipation of a rise; the 
fear of lower prices leads to repayments 
of loans with the proceeds of sale in 
anticipation of a fall of prices. The 
rate of interest rises or falls as an effect 
of the borrowing or the repayment. No 
rate, however low, will tempt borrow- 
ing for the purpose of purchasing a 
commodity whose price is believed too 
high, and, broadly speaking, no rate, 
however high, will, by reason merely 
of its being high, restrain borrowing 
intended for the purchase of com- 
modities which are believed certain to 
rise. A high interest rate will very 
often deter borrowers, because it is 
taken as a warning that commodity 
prices are regarded as too high or that 
money may become unobtainable at 
any price. It will serve as a concrete 
expression of opinion by those best 
qualified to judge as to the reasonable- 
ness of the general level of prices. 


Review or Business CONDITIONS 


Since April 6, 1917, we have passed 
through almost every phase of business 
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conditions; a rapid review of that 
period will emphasize the above con- 
tentions. War finance necessarily 
involved inflation. It was impossible 
to check private consumption ratably 
as government consumption increased, 
and correspondingly to increase savings 
a3 government expenditure increased. 
So, until price controls became effective, 
prices rose, and at all times a large 
part of the government’sfinancial needs 
had to be met through the creation of 
credit by the member banks of the 
Federal Reserve System. During this 
period, therefore, market rates of 
interest were fixed by the Federal 
Reserve Banks, being the rates they 
charged for the manufactured credit: 
the use of the credit thus created was 
carefully safeguarded through Capital 
Issues Committees, the War Indus- 
tries Board, the Food Administration, 
and kindred bodies. Subtracting from 
the government needs, the savings 
of the people, we get the amount of 
mevitable inflation: no rate of interest, 
however high, would have either 
diminished the government’s require- 
ments dictated by war needs, or in- 
creased the savings of the people, 
whose consumption (which is the com- 
plement of their savings) was regulated 
by the governmental bodies named 


_ аБоуе and by their own patriotism. 


During the post-Armistice period, 
with the controls on prices and on 
consumption removed, new conditions 
developed. There was a recognized, a 
notorious shortage of commodities; 
prices soared; neutral cougtries that 
had here accumulated huge balances, 
which during the War we had not 
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permitted them to employ in the 
purchase of commodities, used those 
balances to buy commodities they 
sorely needed; our own people, in 
receipt of high wages, competed with 
the neutrals while at the same time 
our allies and their nationals strained 
their resources to supply in our 
market their own unquestioned needs. 
'This competitive buying sent prices 
soaring. Anyone that could lay his 
hands on commodities was sure of & 
prompt profit; manufacturers competed 
with each other for raw material and 
for labor regardless of cost, for they 
were sure of & prompt sale and had 
but to add to their selling price all 
elements of cost, plus & large profit. 
Under these circumstances, cost of 
interest, like every other element of 
cost, was added to price, and, just as 
no rate of wages or price for material 
checked production, so no rate of 
interest, however high, could have 
checked borrowing. What finally 
checked the upward price movement 
was, in part, the export of gold, con- 
taining, as it did, the menace of a total 
failure of loanable funds, and the dis- 
covery in certain lines of commodities 
that shortage had been turned into 
surplus. 'The fact that the raising 
of Federal Reserve rates was roughly 
coincident with the peak of expansion 
arose, in part, from the fact that the 
raising of the rate was largely brought 
&bout by the export of gold, the two 
effects—higher interest rates and the 
check to borrowing—being thus twin 
effects of the same cause, 1. e., the ex- 
port of gold; and in part, from the 
moral effect of such a raise of rate. 
Real deflation began when once it 
was realized that through panicky 
duplication of orders and *through 
hoarding by speculators, dealers and 
consumerg, commodity shortages had 
been converted into surplus. ‘Then 
came swift cessation of buying, and 
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lack of confidence. It was now clear 
that invisible supplies had been huge 
during the time visibles were nil; now 
visibles became huge, while invisibles 
actually shrank to the negligible. 
During such a period, no reduction of 
interest rate, however great, will in- 
duce borrowing for the purpose of 
buying falling commodities. 
Prices AND IwrEREST RATES 
Durmg a war-period, with its in- 
evitable artificial conditions, the re- 
discount rate determines the market 
rate. At other times, it appears that 
the trend of prices determines the 
demand and hence the market for 
money. Except, therefore, in its róle 
of prophet, it seems clear that the 
money market is dominated by the 
trend of prices and that the rediscount 
rate must follow and not attempt to 
fix the rate for the money market. 
Price is the instrument by which 
consumption and production аге 
brought into balance. Overproduc- 
tion of desirable commodities should 
be an impossibility; a progressively 
enlarging standard of living should 
&bsorb all we can produce; what 
defeats the fulfillment of this desirable 
end are the same human qualities that 
render any production possible, viz.: 
the unbridled desire for gain, taking 
sometimes the form of headlong produc- 
tion €f things not needed, and some- 
times the form of strikes against 
needed wage reductions. These things 
lead to maladjustment of production. 
Price declines lead to unemployment, 
unless promptly countered by wage 
adjustment; hoarding ultimately leads 
to price declines; unwise capital ex- 
penditures lead to price declines when 
the failure of enterprises brings about 
unemployment and consequent re- 
duction of consumption. Through 
this mage of. intricacies we must 
depend on price fluctuations to adjust 
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production to consumption, and vice 
versa, and the trend of those fluctua- 
tions is the impelling force that controls 
the demand for funds. In normal times 
during a period of rising prices the 
rediscount rate, if lower than or too 
near to the market, becomes an 
impelling cause of inflation. During a 
' period of falling prices, the rediscount 
rate, if too much above the market, 
becomes an impelling cause of too 
rapid deflation; if below the market, it 
is without effect. These generalizations 
do not apply to war conditions. 


Excuanen RATES 


Exchange rates, also, are primarily 
effects. Exchange rates are an indica- 
tion of the state of balance or unbalance 
of international payments. Unbal- 
anced payments make themselves felt 
through the exchange rates, and it is 
these rates which, in turn, become the 
proximate causes, or more properly, 
the medium through which are brought 
into existence the unsettlements and 
hardships resulting from this un- 
balanced state. The hand or the brain 
and not the lever is the cause that 
shifts the gears. Unbalanced payments 
acting on exchange rates so move them 
that, like the governor of an engine, 
they tend automatically to correct the 
state of affairs that throws them out of 
balance. Attempts to normalize rates 
merely result in delaying the correetion 
of the cause and the various devices 
to stabilize exchange which ingenious 
minds busy themselves in contriving, 
are merely conscious or unwitting 
efforts to avoid the unpleasant effects 
caused by unbalanced budgets and 
unbalanced foreign trade; they are 
simply efforts to evade disastrous 
effects, instead of constructive steps 
along the much more difficult and 
unpopular path of curing the causes, 
viz.: unbalanced budgets and un- 
balanced trade. Every plan for stabil- 
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izing exchange has concealed in it 
somewhere an application for un- 
limited foreign advances in favor of 
the country whose exchange is to be 
stabilized. Every such plan implies 
running in debt and consequently 
implies also & lender. A falling (not 
& fallen) exchange does through the 
market act as a stimulus to exports; it 
is the automatic effort to right the bal- 
ance by checking imports and stimulat- 


ing exports. 


Economic Errecrs or Reparation 
PAYMENTS 


These disconnected commonplaces 
lead up to another commonplace— 
that is, that payment of reparations 
beyond certain limits must of necessity 
entail disastrous economic consequences 
to other countries. It is a distasteful 
conclusion that reparation for brutal 
and unjust aggression cannot be ex- 
acted without damage to the innocent 
victim of the aggression and to the 
innocent bystander, but we gain nothing 
by failure to face the facts. When 
the facts are established, the course of 
action can be dictated either by the 
desire to impose retribution on the 
aggressor, or by a regard for the future 
economic welfare of the aggrieved, but 
having faced the facts, the conclusion, 
whatever it is, will at least be the result 
of intelligent contemplation of probable 
consequences. It must not be for- 
gotten that for the deepest injuries 
there can never be adequate reparation; 
all that is humanly possible, and all 
that municipal law, with due regard 
for dealing only with realities, at- 
tempts to attain, is punishment of the 
offender and money damage to the 
victim. Life and limb cannot be 
restored, vouth cannot be renewed, 
past sufferings and anguish cannot 
be obliterated. as 

Undoubtedly, there is a certain 
measure of reparation that can safely 
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be exacted : this will be found along the 
line of the restoration of devastated 
areas, the replacement of destroyed 
facilities and, in a measure, the im- 
provement of existing facilities. Such 
Teparation must be largely of such a 
nature as not to interfere with pre-war 
normal activities. The transfer of 
foreign investments offers further op- 
portunities to collect reparation and 
so, perhaps, does the taking over of 
productive domestic establishments 
of the aggressor. But beyond these 
and other limited categories the broad 
condition underlying reparation pay- 
ments is this: that the payer must work 
hard and live frugally. To work hard 
and to dispose of the product of his 
labor implies large exports by the 
payer and frugal living implies re- 
stricted imports. Reparation pay- 
ments, therefore, mean strong com- 
petition by German goods in domestic 
and neutral markets and limited 
markets in Germany for foreign goods. 
These tendencies work themselves out 
through the exchange rates which 
appear as the proximate’ causes, but 
to discuss exchange rates as the cause 
of commercial handicaps can lead only 
to tinkering with the barometer in the 
hope of affecting the weather. 

There is nothing difficult in these 
conclusions. They have at all times 
been clear and they have probably 
been at all times recognized by the 
British and the French. It is not 
strange that they were not adopted 
as bases of action. The Allies, es- 
pecially the French, were stil too 
vividly under the impression of brutal- 
ity and outrage to give full sway to 
reason. These people had seen and 
lived through things which to us 
were only tales. Tennyson rightly says 
in Enoch Arden: У 


е 
“Things seen are mightier than things 
heard” 
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and it was perhaps too much to expect 
the danger of comparatively remote 
economic consequences to dissipate 
the “red mist of anger.” Besides, the 
political life of ministries depended on 
their ability to exact reparation, or at 
least to claim that they had exacted it. 
It looked then as though many suc- 
cessive ministries must fall before 
realities would be faced; it looked as 
though every critic in the ranks of 
the opposition must have his turn of 
power and must learn by experiment 
his inabiity to reverse the laws of 
nature before one could be found with 
sufficient backing to face the facts. 
The Reparations Commission was 
accordingly endowed with sufficiently 
broad powers to mitigate to the victors 
the disastrous consequences of unwise 
exactions. 

Similar consequences will always 
follow analogous causes; the repayment 
to the United States of our govern- 
mental advances to the Allies will 
involve unbalanced international pay- 
ments, not unlike reparation payments, 
and when the time comes that Britain 
and France and Italy are prepared to 
pay interest on and to begin repay- 
ment of their indebtedness to America, 
we shall witness the same dislocation 
of jndustry of which we are now, as 
a result of reparation payments, be- 
ginning to feel the effects. And there 
will then be the same delay in diagnos- 
ing the trouble; the consequences will 
not be foreseen and averted; it will 
require a present pain before we search 
for the causes. As in reparations, so 
there will then be limited ways in 
which we can receive payment without 
damage, such as the transfer to us of 
foreign investments, but we must 
recognize that there are limits beyond 
which such payments cannot go with- 
out entailing mischief. Any such trans- 
fer of foreign securities would not, of 
course, be by governmental action; 
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it would be effected through private 
transactions brought about by exchange 
rates and security prices, and through 
them made possible and Profitable. 
We are not now receiving either in- 
terest or principal on those debts and 
they are not, therefore, now upsetting 
our equilibrium, but the time is likely 
to come when they will plague us and 
then, as now, public discussion will un- 
doubtedly center on the exchange rates. 


CONJECTURES AS TO GERMAN Policy 


In the effort to understand what is 
going on, it is perhaps interesting to 
put to ourselves the problems of those 
responsible for German economic poli- 
cies and to try the formulation of 
solutions as though the burden of 
dealing with them lay upon us. 

The main aim of German ministers 
must be to keep the population em- 
ployed and fed; failure to do either will 
cause the ruin of the country and 
incidentally the fall of the ministers. 
From their point of view, other prob- 
lems ean well wait. To accomplish 
these aims and to keep the Allies at 
least partly satisfied with reparation 
payments, requires the import of raw 
materials and foodstuffs, and the 
export of commodities in order to 
create foreign balances. The key to 
these three purposes is to be found їп 
one of them, viz., a large volume of 
exports. It is even conceivable that 
the German government may, in 


effect, be causing its manufacturers. 


and merchants to sell their commodi- 
ties abroad at every opportunity and 
irrespective of the price, while the 
government, either directly or indi- 
rectly through subsidizing the cost of 
living, or otherwise, pays to the ex- 
porters in marks whatever amount of 
marks is necessary to reimburse them 
for the cost plus a profit. To do this, 


it is true that the printing press must , 


be kept running, but, in itslarger as- 


pects, is that of itself really fatal? It 
is admitted to be undesirable, but is it 
fatal? What would such a policy ac- 
complish? It would furnish foreign 
balances for the import of food and raw 
material, and it would keep German 
industry fully employed. If by such a 


. policy the demand for reparation can 


at the same time be satisfied sufficiently 
to ward off foreign occupation, it will 
mean that in the process there will be 
established a surplus of exports suffi- 
cient to keep Germany employed and 
fed, and to prevent foreign compli- 
cations. And-we may be sure that 
German ministers do not overlook the 
incidental demonstration of what rep- 
aration payments may mean to foreign 
industry. 

So much for the problems with 
which they bave undertaken to cope— 
what of those they will have created 
in the process? They will have in- 
flated their currency almost to the 
point of extinction, but is not that a 
problem with which they can afford to 
deal later? If foreign payments and 
receipts can thus be put in balance the 
mark will on some level, however low, 
cease to decline, and ministers can 
then, having reached stability, under- 
take to deal with the problems arising 
out of currency inflation, whether by 
the establishment of & new standard 
coin of the gold value of the old mark 
and the declaration of its value as 
equivalent.to 100 or 200 of the old 
marks, or by some other form of what 
is euphemistically called devaluation. 
If necessary, they can go further and 
fund the interest on their domestic 
debt for five or ten years, agreeing 
gradually to resume interest on a 
rising scale and, having accustomed 
the world to this, they can, if it prove 
necessary, repeat the process at the 
end of the moratorium. ‘Phat such 
steps would involve great hardships to 
certain sections of the community; 
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that the old investor class would be 
completely ruined; that & new class of 
captains of mdustry would spring up,— 
might be deplored by ministers, but 
would undoubtedly be disregarded. 
The effect of such a policy of cruel 
injustice, which knocks the prop of 
confidence from under the financial 
structure, would long make itself felt in 
recklessness of expenditure and lack of 
effort at capital accumulation; whether 
the need is sufficiently desperate to 
justify the sacrifice must be decided by 
those charged with the responsibility. 
The life of the nation must be their 
aim rather than the welfare of any 
particular class. 


“Are God and Nature then at strife, 
That Nature sends such evil dreams 
So careful of the type she seems 
So careless of the single Life.” 


However callous Germany’s bru- 
tality may have made us to her fate, 
we cannot but recognize that the 
preservation. of her national life is for 
her own statesmen a legitimate aim. 

These are mere conjectures as to 
German policy. They suggest, how- 
ever, a wider query, disconnected from 
our immediate problems. Is a balance 
of commodity imports the unqualified 
blessing it is represented to be? Is the 
position of creditor nation necessarily 
an advantage? This requires us to 
fix, at any rate for the purpose of 
the discussion, the economic aims of 
statesmanship; and that attempt dis- 
closes the fact, obvious enough when 
stated, that the welfare of all sections 
of the community is not necessarily 
served by the same measures. A 
creditor country with large foreign 
investments, like England, receives its 
foreign income for the benefit of its 
investing classes, who take it ш the 
form of, food, clothing and other 
elements of maintenance for them-. 
selves and their personal dependents, 
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servants and those employed in minis- 
tering to their wants. This foreign 
income furnishes but limited employ- 
ment for productive labor at home. 
May not the admittedly low pre-war 
standard of living of British labor be 
the result of England’s position as a 
creditor nation? If there be any basis 
for these suggestions, it would be useful 
to inquire in what manner and to what 
extent these undesirable consequences 
can be overcome. The gradual raising 
of the average standard of living 
could perhaps reconcile full employ- 
ment and an import balance of 
commodities. 

In our case, the repayment to our 
government of its advances to the 
Allies will undoubtedly reduce the 
taxes of those that pay taxes, but it 
may at the same time, through the 
stimulation of importation, throw the 
worker out of employment. May not 
the instinct of the crowd and the con- 
clusions of the economista of & previous 
generation who rejoiced at what we 
still call a “favorable” balance of trade 
(though we are careful always to 
enclose that term in quotation marks), 
have been sounder than what are 
regarded as the more enlightened 
conclusions of a later day? These 
observations on the social consequences 
involved in the international balance of 
payments are unmatured reflections 
whiah can be adequately dealt with 
only by trained statisticians and 
economists. 


Tae Heauine or Time 


Looking at the present situation 
broadly, what is taking place? It is 
admitted - that there ig noticeable 
improvement in conditions abroad. 
Great Britain, France, Italy, Belgium 
and Czechoslovakia give evidence of 
marked betterment and even Austria 
shows some signs of revival. There are 
indications in Russia of & recognition 
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of the conditions needed to secure 
production. What is bringing about 
these changes? Isit the action of gov- 
ernments? Is it internatiónal assist- 
ance? Or is it, rather, the healing 
action of time, working through in- 
dividual initiative—the effort of each 
man to improve his own position. We 
grow impatient that over three years 
have passed since the Armistice and 
that conditions are still unsettled, 
boundaries in some cases not definitely 
fixed and devastation not fullyrepaired. 
Are we not losing our sense of per- 
spective when we indulge in these 
feelings? School histories "will pass 
over ten years in a single line of narra- 
tive and, in so doing, are but giving 
proper recognition to the time units in 
which national affairs must be meas- 
ured. And the War was in its nature 
more cosmic than national. The 
effects of such an upheaval cannot be 
brought to a stop except gradually. 
We can reason out what should be 
done to mitigate the consequences of 
war and to hasten the restoration of 
normal conditions but we cannot make 
our conclusions effectiveexcept through 
man acting in his political capacity and 
man, politically, is not a rational 
animal. Politically, man tries every 
unsound device first, and, after TE- 
peated failure, reluctantly adopts the 
effective course and then triumphantly 
proclaims that the people are always 
right—in the long run. And so they 
are—but only because they have the 
vitality to outlive all their mistakes. 


“Men die, but Man lives." 


Inefficiency is the price we pay for 
liberty and it is not too high a price. 
We can expect sound conclusions to 
emerge only from experiment and 
failure. 

The various economic conferences 
we have witnessed are the response. 
to the feeling that something should 
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be done: the only effective work, how- 
ever, is being done by time. 

Had the indebtedness of the Euro- 
pean governments to the United States 
government been cancelled three years 
ago and had larger governmental ad- 
vances been made by us, we should 
but have impeded the recovery by 
diminishing the incentive to individual 
effort. 

Budgets must be reduced every- 
where, not least by our own govern- 
ment. Expenditures for armament 
must be reduced. Peace will come 
only as the desire to agress vanishes 
and as each nation realizes that its 
neighbor has no designs against its 
security (if in fact there be no such 
designs); and to this end nations must 
get to know one another better. 

Peace will not come by treaties; 
treaties can be broken: it will come only 
by the effective desire for peace. The 
great good of the Washington Con- 
ference! lies in the conviction that it 
carries of pacific intention, rather than 
in the formulae that it adopted. 


CANCELLATION 


As to the cancellation of European 
indebtedness to our government, un- 
doubtedly it should be done—some 
day. It cannot be done conditionelly: 
we cannot lay down the conditions of 
cancellation and then undertake to 
judge whether or not the conditions 
have been fulfilled. That would lead 
to suspicion, recrimination and ill will. 
But when conditions shall have be- 
come right, we can actually cancel our 
claims. In the meantime, debts that 
are not being paid impose no burden 
and while we are awaiting the ripening 
of events, our people will have an 
opportunity to try out some of the 
preliminary errors which politically it 
seems necessary to test by egperience. 


1Conference on the Limitation of Armament, 
Washington, D. С, November 11, 1921. 
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The time for cancellation will come 
when Europe is about ready, through 
the continuation of the great efforts 
required during reconstruction, to be- 
gin repayment and it will then hardly 
be profitable to debate whether we are 
cancelling our claims because Europe, 
.with due regard to the standard of 
living of her people, cannot afford 
to pay, or because we, with due regard 
to the full employment of our workers, 
cannot afford to collect, because, for 
one thing, we shall be acting for both 
reasons: the same conditions that will 
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then make it possible for Europe to 
begin repayments, viz.: her ability to 
export a surplus of commodities, will 
make it Madvisable for us to receive 
payment, which will be actually made 
in the form of commodities. 

All this is in the future. In the 
meantime, through discussion and still 
more through experience, we are pre- 
paring ourselves for the day when a 
decision will be required and time 
is doing the real work. Exchange 
rates are barely the ripples on the 
surface. | 


America’s Cooperation Indispensable to International 
Security 


By Рівкромт B. Noyes! 


President Oneida Community, Limited, American Commissioner on the Inter-Allied Rhineland 
Commission, 1919-20. 


AM bound to confess that I feel 
only an academic interest in the 
discussion of plans for the economic 
rehabilitation of Europe. I cannot 
believe that economic schemes, even 
the most practical, will produce any 
considerable results until certain vital 
political problems have been solved. 
A necessary basis for economic activity 
is and always has been political security, 
just as civilization itself awaited the 
attainment of personal security. Un- 
til men had established a modicum of 
immunity from attack by their fellow- 
men, our primitive ancestors stayed in 
their caves or stole out furtively on 
expeditions for food. Life was wholly 
individualistic and even the beginning’ 
of social and material progress were 
impossible. In the same way, in- 
dustry, trade and finance thrjve only 
in an atmosphere of national security. 
There is a surprising parallelism be- 
t Author of While Europe Waits for Peace, 
Macmillan, 1921. 
Б 


tween the relative industrial develop- 
ment of the different countries and the 
relative security each has enjoyed, 
whether the latter has resulted from 
accidental geographical considerations 
or from racial temperament. 

The European political system has 
never and can never give permanent 
security. Continental Europe through- 
out its history has enjoyed only little 
patches of security, always underlain 
by plans for the next war. The 
continental political system is the 
result of evolution during centuries 
when men valued political power much 
more than they did economics, and the 
habits and traditions of European 
militaristic diplomacy have become too 
fixed to be changed without pressure 
from the outside. 

Under this European system rulers 
and statesmen build military alliances 
ever stronger, one nation against 
another, while the ordinary citizen is 

"cajoled into patriotic assent—the am- 
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bitious, by promise of glory and profit; 
the fearful, by hopes of peace through 
"balance of power." This building of 
alliances and piling up of preparations 
for war goes on until war is inevitable 
and comes almost as a relief. It is like 
a dam thrown across the course of a 
stream, an embankment built con- 
tinually higher as the waters rise. The 
bursting of the dam may be long 
delayed, but catastrophe at the end is 
certain. 

'The economie organization of soci- 
ety in Europe has grown up as best it 
could during the little intervals of 
peace, and it has grown up in spite of 
government and im spite of the policy 
of rulers. Everywhere the character 
of European industrialism shows the 
blighting effects of its historical sub- 
servience to militarism. 


AMERICAN SECURITY AND EUROPEAN 
VIGILANCE 


Here in America our geographical 
position has for a century so shielded 
us from outside aggression that we 
have forgotten the very essential part 
played by national security in our 
preéminent economic development and 
in the maintenance of our material 
prosperity. We have come to take 
security for granted as we do the air we 
breathe. It is unimportant whefher 
our security has been at all times as 
complete as we believed it., The 
governing factor in our development is 
confidence which through most of our 
history has permitted us to go about 
our business of organizing production 
as if war and the necessity for military 
preparation either did not exist or were 
very secondary to our economic activi- 
ties. Europe placed military considera- 
tions first. We placed the social and 
economic first, and the effect of this 
fundamental difference is shown both 
in the relative material development of 
the two continents and in their tradi- 


tions and ideals. The difference is 
partly psychological It may be 
compared to the difference between the 
atmosphere of security surrounding 
life in 2 New England town and that 
of vigilance in one of the old western 
mining camps. In the former, although 
crime and criminals still exist and the 
citizen may be said to be in some 
theoretical danger, yet, as a matter of 
fact, the townsman goes about his 
business unarmed and oblivious to the 
chance of attack. In the mining town 
of the last generation even peaceable 
men gave much thought to self- 
defense. When they walked abroad 
they placed pistols in their belts as 
naturally as they put on their hats. 

For more than a century America 
enjoyed the security of isolation. We 
have this no longer. 'The events of 
1914-1917 proved that the develop- 
ment of transportation, the advance 
in military science and the integration 
of empires and alliances have forever 
destroyed our isolation, and with it our 
separate security. It is probable that 
in America we lost the reality of inter- 
national security ten years before we 
recognized it was gone. 

This generation has seen in Europe a 
little longer period of peace than usual. 
It saw the great European “dam” 
called “balance of power" built higher 
than ever before, and in the end, it 
witnessed the most devastating war in 
all history—a war which revealed our 
inevitable partnership in future Euro- 
pean wars, and hence our vital interest 
in reforming the European political 


system. 


I am not condemning Europe or 
European statesmen, but am stating 
facts which every far-seeing European 
will acknowledge. More than one such 
has assured me that the people of the 
Continent cannot break with their old 
traditions unless they are led or forced 
by a power outside themselves, There 
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are too many historical distrusts and 
hatreds. For too many centuries 
racial antipathies were encouraged 
among European peoples in the interest 
of autocracy, and too many cynical 
politicians now find these antipathies 
their best political support. It is 
perhaps well for us to remember that 
our own traditions and international 
ideals are not so much to be credited to 
superior virtue as to the isolation and 
security we have enjoyed. 


New Норв or LIBERALISM 


In December, 1918, Europe pinned 
its hope to a new internationalism 
which the United States would bring 
to it. The passionate welcome given 
to Woodrow Wilson was an expression 
of this hope. Europe accepted the 
League of Nations as a foundation on 
which to build & new political system 
on the American model. During those 
first few months new ideals were 
everywhere discussed in Europe and 
liberal statesmen were supported in 
every country. 

Then we deserted. Within less than 
& year after the Armistice our intention 
to withdraw from European affairs had 
become evident and a panic of reaction 
ensued. Everywhere arose a fear that 
the time lost coquetting with American 
ideals had sacrificed political and 
military opportunities. Fear increased 
old hatreds. It brought the old-line 
nationalistic statesmen to the front 
and discredited anti-militarist leaders. 
The old politico-military formulas were 
reéstablished. A feverish quest for 
military alliances began and has con- 
tinued up to the present time. М 

Great Britain alone has kept up 
hope and maintained the struggle for a 
new order. To a certain extgnt the 
Channel has done for her political 
development what the Atlantic did for 
us. бїпсе 1919 Mr. Lloyd George has 
fought the battle alone and, if one may 
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judge by current events, he is losing. 

So much for generalities. 

During the Armistice and for a year 
after the delegates to the Peace Con- 
ference went home, I was the sole 
representative of the American State 
Department in the Rhineland. After 
the Peace Conference the Rhineland 
became the storm center of Europe. 
As the American member of the Inter- 
allied Rhineland Commission, which by 
the treaty became the supreme repre- 
sentative of the Allies in the “oc- 
cupied” territory of Germany, most 
of the plans, ambitions and intrigues 
of that period necessarily came under 
my eyes. I believe I was unprejudiced, 
and I know that I honestly tried to use 
my American business training to 
appraise accurately the different Euro- 
pean national aims and the principles of 
men ;responsible for European policy. 

After the Armistiee, France, the 
natural leader of the continental 
nations, had a great fear, and we must 
admit it was a legitimate fear. She 
had for neighbors seventy million 
revengeful Germans, who had demon- 
strated more than once their will and 
their ability to crush her unless she 
had the most powerful support. Yet, 
during the Peace Conference and for 
several months thereafter, the people 
of “France showed a willingness to 
compromise with American and British 
ideals, ~The hard-boiled nationalists ' 
were in eclipse. Even moderate na- 
tionalists were apologetic and sought 
their ends by indirection. The spirit 
of revenge, in principle at least, was 
deprecated. Everywhere I felt that 
the majority of the responsible men of 
Europe were willing to exchange a 
portion of the military advantages of 
victory for a chance of new security. 


EFFECT or Present POLICY on FRANCE 


р Then, I saw the hope of American 
assistance fade, and with it the spirit 
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of liberalism in Europe. Popular fear 
instantly regretted the lost time and 
opportunities. From that time the 
spirit of M. Poincaré (than Whom there 
is no more honest patriot, along the 
old nationalistic lines) cameto represent 
the spirit of France. On the one hand, 
military alliances with Belgium, Poland 
and othercountries were eagerly sought; 
on the other, a determination to ruin 
or break up Germany became a national 
obsession, Many were the plans to 
accomplish this object, such as the 
insistence on impossible reparations, 
the several attempts to separate the 
Rhineland from'Germany, the threat- 
ened occupancy of the Ruhr, the 
attempt to lure Bavaria into a separa- 
tion from the German Reich and 
the handing over of Silesian coal to 
Poland. 

There came a day, however, when 
the keenest minds in France realized 
that seventy million Germans could 
not be permanently ruined or sepa- 
rated. At the same time came a 
realization that circumstances had 
left France far and away the pre- 
dominant military power in Europe. 
Continental political logie pointed to 
only one course of action—namely, to 
insure the safety of France by main- 
taining this military predominance, 

Recent events have confirmed my 
belief that a military domination of 
Europe is in the minds of thosg who 
now control the destiny of France. 

Consider for а moment. The two 
most obviously necessary measures for 
accomplishing this purpose are: 

First, to keep Germany weak, help- 
less and at the mercy of France as 
long as possible. This requirement is 
being accomplished by an unyielding 
insistence on reparation payments 
which are absolutely impossible of 
fulfillment. Such insistence serves to 
keep Germany a treaty-breaker, а, 
condition which not only insures 
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an indefinite “occupation” of the 
Rhineland, but renders probable prov- 
ocations which will warrant “occupa- 
tion" of the Ruhr by & French army— 
an “occupation” which is, I believe, 
the crux of the French military policy. 
Personally, I expect to see & French 
army in the Ruhr before the end of the 
present year, unless Mr. Lloyd George 
actually goes to the extent of threaten- 
ing a break of the Entente. 

The second necessity is an over- 
powering army. France has today 
nearly 850,000 fully equipped soldiers 
under arms. And France refuses to 
discuss disarmament. 


Errkcr or Present Рошсу on 
GERMANY 


As to the effect of the present 
European policy on Germany, I can 
speak with even more first-hand knowl- 
edge. While in the Rhineland I 
studied all classes, not only directly, 
but through weekly reports of personal 
representatives scattered throughout 
the country, whose business it was to 
interview farmers, workmen and pro- 
fessional men on subjects which bore 
on the relation of the German people 
to our “occupation.” I found the 
masses in Germany astonishingly non- 
political. In general they cared little 
about the form of their government or 
who should rule them, if only they had 
food, fuel and peace. I found very few 
of them strong for a return to Kaiser- 
ism. All classes, except the very rich, 
were inclined to give the republic a 
trial. 

After the War, world hopes for a 
pacific Germany centered in the new 
republic, in the lesson taught the mass 
of the people by the War and in a 
change qf the ideals of the new genera- 
tion. Continued misery is now turning 
the German people away from the 
republic. They look simply at the 
fact that under the empire they were 
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well fed and happy, while now they 
are hungry and miserable. Through- 
out history the middle classes have been 
the bulwark of democracy. There is 
today in Germany a serious danger of 
an alliance between the extremes of the 
social classes against the middle. 
Again, the new generation in Ger- 
many, seeing the other nations of 
Europe relapsed into pre-war inter- 
nationalism and having more than a 
suspicion that France has adopted 
many of the German pre-war ambi- 
tions, will come to believe their present 
misfortunes due not to false ideals or 
the immoral policy of their govern- 
ment, but to faulty technique. They 
will be easily assimilated to some 
future imperialistic plan which promises 
through a better preparation to obtain 
for them revenge and national glory. 


SUMMARY AND CONCLUSION 


To summarize: 

1. The attempts to rehabilitate 
Europe economically will be futile, or 
at least the results trivial, until security 
is attained. 

2. In all the centuries the European 
political system has never created 
anything but temporary security. 

8. Modern weapons and the present 
financial and political demoralization 
render the promise of future security 
under the continental system too tem- 
porary for economic revival. 

4. The continent of Europe is so 
bound by habit and tradition that it 
cannot alter its political system without 
outside help. 

5. The United States by the accident 


of geography has enjoyed security and ° 


developed a system adapted to secu- 
rity, hence adapted to encourage indus- 
try and trade. 

6. Our peculiar relation to Europe, 
and especially our financial position, 
place it within the power of America to 
force upon the continental nations 


those non-militaristic political formulas 
which have made a peaceful association 
of states possible on this side of the 
Atlantic. ° 

7, Not only is it our duty to render 
assistance, but industry, trade and 
finance have become so internationally 
related that we cannot prosper unless 
Europe prospers, while European mili- 
tary alliances are now on such a huge 
scale and the catastrophes so terrible 
that we must in future always suffer 
with the rest. 

We have refused to join the League 
of Nations—the first attempt ever 
made to get together all the nations of 
the world, big and little, for the purpose 
of establishing international public 
opinion as a support for peace and 
justice. We have refused to help 
apply our own ideals—to aid an asso- 
ciation built on our own model. We 
have cynically disclaimed other mo- 
tives than selfishness for this desertion 
by joining three powerful nations in 
an old-fashioned alliance—of the con- 
tinental model. 

I still believe the United States will 
join the League of Nations. When 
those practical facts—persistent busi- 
ness depression and the cause of that 
depression—force their way through 
the murk of sentimental and political 
misconception developed during 1919 
and 1920, when the farmer, the miner, 
the werkman and the business- man 
brush aside the prudery which now 
makes it bad form even to mention the 
League of Nations, our people will see 
the inconsistency of America’s posi- 
tion, the tragedy of our desertion, and 
will insist that the United States join 
with the other peoples in a league for 
peace. - 

Then we wil join the League of 
Nations and our leadership will make 
of it the most powerful factor for the 
maintenance of peace and security in 
the world; and then, and then only, 
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the first effective step will have been 
taken for the rehabilitation of Europe 
—and of America, 

In conclusion, I wish to say that I 
am not primarily making a plea for the 
existing League of Nations. I merely 
desire to bring up for consideration cer- 
tain conclusions forced upon me by 
personal observation of the tragic rise 
and fall of a great hope. 

I saw the mass of the French 
people, in the sunshine of a new 
American-made security, develop such 
powerful anti-military sentiments as to 
give effective promise of a new inter- 
nationalism in Europe. I repeatedly 
heard representatives of the great 
middle class condemntheir nationalistic 
statesmen and from December, 1918 
until October or November, 1919 I 
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observed the immense popular support 
given to liberal leaders. 

And then America withdrew and the 
dream faded and fear came back 
stronger than ever. It was a great 
fear which drove men to military 
schemes and military leadership as 
their only alternative. I left Europe 
with a firm conviction that only Amer- 
ica could check the rising tide of fear- 
bred militarism and that without our 
political coöperation no security could 
be established in Europe sufficient to 
form the basis for economic revival. 
And I join an increasingly large 
number of American business men in 
believing that, until such European 
revival is made possible, we can expect 
no relief from our present business 
depression. 


Is American Prosperity Dependent Upon the 
Rehabilitation of Europe? 


By Замовь M. VAUCLAIN 
President, Baldwin Locomotive Works, Philadelphia, Pennsylvania 


N answer to this question from 
the point of view of & manu- 
facturer is easily given; namely, that 
America, meaning particularly ,the 
United States, could, if necessary, get 
along without Europe. All essential 
products, including capital, are being 
produced in the United States, and if a 
cataclysm should destroy Europe it is, 
of course, obvious that North and 
South America could continue to 
exist very well. Mere existence, how- 
ever, is not living to the fullest capacity 
of our opportunities, and the elimina- 
tion of Europe would be a very un- 
pleasant process. Furthermore, the 
readjustment to such elimination would 
be long and painful and attended by 
great suffering in this country and 
throughout all that would be remaining 


of the civilized world. If in the 
original creation of the world Europe 
had been eliminated there is no doubt 
but that the world would have satis- 
factorily prospered. 

The United States of America has 
long been an associate of European 
nations. It has built up a foreign 
trade in raw materials and the products 
which were necessary to these countries, 
and without which it would have been 
impossible for them to have achieved 
so great a place in the world’s manu- 
factures; and thus our prosperity, as 
well as that of these European nations, 
gradually became greater and their 
activities or industries more diversified 
with the gradual increage and im- 
provement of the means of transporta- 
tion and communication employed. 


EUROPE AND AMERICAN PROSPERITY 


Therefore, it is evident that the pros- 
perity of our people here in America 
demands a reéstablishment and a 
continuation of the association that 
was built up during the years prior to 
the last war; and for America to 
deliberately refuse to assist in Euro- 
pean rehabilitation would be un- 
thinkable. 

When we consider what the term 
rehabilitation means, we at the same 
time realize that the interests of the 
United States are so closely inter- 
woven with those of the European 
nations that to secure an economic 
revival of European business there must 
be accomplished: 

1. A stabilization of exchange, the 
balancing of budgets and a retrench- 
ment in the matter of governmental 
expenses. 

9. A definite settlement of the in- 
terrelated questions of German repara- 
tions and allied debts. 

$. A definite settlement of inter- 
national boundaries. 

A careful consideration of the first 
requirement toward this accomplish- 
ment will establish the fact that the 
stabilization of exchange must be 
brought about by а more general 
exchange of commodities between the 
nations involved; that certain re- 
strictive conditions now prevailing 
must be either wholly or in part 
abandoned, and that the living condi- 
tions of the masses must become more 
uniform, so that the money of any 
nation will command its full value in 
the conduct of international business. 

The balancing of budgets can bg 
accomplisbed only by taxing the people 
sufficiently to meet the necessary 
expenses of the government where 
inflation has taken place, and this 
difficulty seems to be difficult. not only 
among all European nations but is true 
also in regard to the financial affairs 
of our own country. 
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Retrenchment in all governmental 
expenses is therefore necessary not 
only in the United States but in every 
European nation as well. The com- 
mon people must realize that the 
country belongs to them. They are 
the workers, the producers, and the 
nation as a whole cannot prosper 
without a maximum effort on their part. 

Unfortunately, however, there are 
many difficulties prevailing in Europe 
which do not prevail in the United 
States. The racial antagonisms that 
have existed for centuries, instead of 
growing less as the result of the War, 
have largely increased, owing to the 
redistribution of the country and the 
creation of new governments, many of 
them consisting of mixed peoples. 

We have, for instance in France, a ' 
serious situation, a constant fear that 
should she reduce her national defense 
she would once more be overrun by 
German hordes. We here in America 
do not fully realize the situation. 
France, at the recent congress of 
nations held in Washington for the 
diminution of the navies of the world, 
acquiesced; but when the question of a 
reduction in her military expenditures 
for the maintenance of an army con- 
sidered sufficient for her future pro- 
tection was presented, she very properly 
refused to be interfered with in this 
connection. 

If, «however, it were possible to 
change about the nations of the world 
as we do pawns on a chess board and 


' give to France as a neighbor, in lieu of 


Germany, our own neighbor on the 
north (Canada), and then substitute 
for Canada the warlike nation of 
Germany, we should be compelled to 
maintain an army, to fortify our 
northern frontier and to live con- 
stantly in the dread of a German 
invasion. France could then safely 
eabandon her army or reduce it to a 
basis as low as that which we here in 
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the United States now enjoy. It is, 
therefore, impossible to see how France 
can safely relieve herself of this burden 
under present conditions. 

This same situation is even more 
acute in Poland, a nation which has 
been deprived of self-government for 
more than a century, and which is 
now rapidly justifying its existence. 
She is confronted with the Bolshevists 
on the east and the jealous and grasping 
Germans on the west. Her expenses 
for military necessities will continue 
to be large until some method is 
determined upon that will insure 
permanent safety from the invaders. 
We in the United States feel we should 
remain at home and mind our own 
business and permit Europe to settle 
her own difficulties. But it may be 
found impossible for Europe to do this; 
and it may also develop that her con- 
tinued distresses since the War will 
become more and more aggravated as 
time goes by and thus make it ab- 
solutely necessary for this country to 
become interested in European affairs; 
and by its association or influence 
bring about a condition that will insure 
peace and happiness to the common 
people who now are so deeply distressed. 


DEBTS AND REPARATIONS 


In regard to the second requirement, 
we must not lose sight of the fact that 
the governments of Europe are today 
debtors to the government of the 
United States to the extent of ap- 
proximately $10,000,000,000. There- 
fore, from a monetary interest alone, 
the United States is most deeply con- 
cerned in the rehabilitation of Europe; 
a rehabilitation which will enable 
Europe to repay the loans so generously 
made during the War, so that then 
she might keep up the struggle and 
secure a victory. 

On the other hand, our largest 


debtors, i.e., Great Britain and France, 
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also have vast sums due them by 
Germany, Russia and other Euro- 
pean countries for loans made before 
the War, during the War, as a result 
of the War, and reparations, in con- 
sequence of which the different nations 
of Europe feel that German reparations 
and American credits in Europe are 
inseparably associated. It is im- 
possible for one to conceive how either 
England or France can meet her 
obligations to the United States until 
they have each become prosperous, and 
the reparations and other expenses at- 
tributable to the war have been satis- 
factorily discharged by the German 
nation. 

In business, obligations entered into 
are never cancelled. When it becomes 
impossible for a corporation to meet its 
obligations its affairs are liquidated 
and it passes out of existence. It is 
impossible, however, for a nation of 
the magnitude of Germany (so highly 
cultivated and so advanced in the arts 
and sciences of the world) to permit 
itself to disappear as a nation. There- 
fore, In order once more to be able to 
resume her former standing among the’ 
nations of the world, she must pay the 
price which she agreed to pay, in order 
to escape the further punishment which 
she so justly deserved. 

It is just as necessary for nations to 

discharge their obligations one to the 
other as it is for those in the ordinary 
‘business affairs of those nations to do 
so. And until Germany arrives at the 
conclusion to pay her debts first we 
can expect no material advance in the 
Jehabilitation of the European coun- 
tries now suffering. And in the 
interim, the many interests of those 
countries will suffer and the progress of 
the wozld at large be retarded. 


BouNDARIES 


To consider the third requirement, 
if all the disputes now existing between 
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European nations as to their boundaries 
could be definitely settled, and the 
settlement be guaranteed and pro- 
tected in the future by a combination 
entered into by the various European 
states for that purpose, reductions in 
military armaments could proceed in a 
manner similar to the reduction of 
naval armament already agreed to. 
There would then grow up gradually 
a feeling of confidence regarding each 
other’s good intentions. This restora- 
tion of confidence, in my opinion, is of 
the highest importance; for, as before 
mentioned, nations are but a super- 
form of business companies, and a 
successful business relationship is im- 
possible unless there is confidence in 
the integrity of those with whom we 
are dealing. If such an era of good 
feeling could be established there 
would naturally result an intercourse 
of trade and a material reduction in all 
governmental expenses—a reduction 
that must be made if the common 
people are to be relieved of their 
burdens of taxation. 

In estimating the situation existing 
in Europe today, after having per- 
sonally traversed the entire area west of 
Russia, not only immediately follow- 
ing the War but during the most re- 
cent months, find that the producing 
and consuming capacities have both 
been greatly depleted. The producing 
capacity has been reduced by devasta- 
tion, debt, death, political disorganiza- 
tion and inefficiency; also, to & very 
large extent, by the destruction of 
accumulated wealth, known as capital. 
This destruction of capital now prevents 


the necessary work of rehabilitation * 


in Europe from being carried out, so 
far &s Europe itself is concerned. In 
many cases lack of ability to produce is 
caused as much by the shortage of cap- 
italor accumulated goods аз by anything 
else. 

Not more than fifty per cent of the 
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producers of the world are in condition 
to deliver their full quota under 


favorable conditions. One half of 


the remainder of the world, including 
the states of western Europe (owing 
to the devastation and financial poverty 
caused by the War) are unable to 
produce at present more than one-half, 
or fifty per cent of their pre-war quota 
of the world’s requirements. And the 
remaining one-quarter of the world’s 
producing capacity has almost, if not 
entirely, disappeared—at least, it is so 
small as to be negligible when comput- 
ing the world’s work, or its ability to 
produce. 

Such is the condition prevailing in 
Russia, where unwise governmental 
management has dried up practically 
all of the wealth-producing sources 
possessed by that great country prior 
to the beginning of the War. Russia 
has not only been pronounced ‘by our 
able Secretary of State, Mr. Hughes, 
“ап economie vacuum," but it has 
since been authoritatively stated to the 
speaker, by those prominent in the 
affairs of government апі well-in- 
formed as to conditions prevailing in 
that country, that it will so remain for 
twenty-five years to come. Therefore, 
it is certam, and cannot be ignored, 
that the first step toward improvement 
in the great wrecked empire of Russia 
must be brought about in some manner 
within jhe country itself. 

In the rehabilitation of Russia the 
countries of western Europe are most 
vitally concerned. At least 40 per cent 
of their foodstuffs and raw materials 
necessary for the sustenance and 
complete employment of their peoples 
must be obtained from this vast area. 
In my judgment, no effort can be made 
by either Europe or the United States 
of America that will promise success, 
except to begin this rehabilitation at 
the extreme edges of the country and 
gradually bring about peace and 
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occupation and liberty regulated by 
Jaw, as the industrial armies progress 
with the invasion. 

We cannot reasonably ‘expect the 
nations of Europe at present to con- 
tribute largely to the wants of nations 
seeking to restore their destroyed 
facilities, or build new ones in the nature 
of expansion; because the undertaking 
of such work involves the supply of 
these services for future payment. In 
other words, the customer has nothing 
at this time with which to pay, and 
consequently must be allowed time in 
which the earnings of this new work 
will pay for the work itself. 


AMERICA A CnEDITOR NATION 


The United States of America is the 
only nation in the world today having 
sufficient spare wealth or capital to 
invest in these new undertakings and 
in the improvement of the equipment 
of the various countries, thus increasing 
their productive capacity. Our stand- 
ing has been entirely changed by the 
War. Although our foreign trade at 
this time is higher than ‘that of our 
pre-war level, it must not be forgotten 
that our productivecapacity was greatly 
increased during the War period, and, 
therefore, to find an outlet for this 
capacity we must increase our foreign 
or export trade. The opportunity is 
now before us, and such increase for us 
is entirely reasonable, owing $o the 
curtailed productive capacity of Europe. 

From a debtor nation, concerned 
chiefly with its own development, the 
United States has now become a 
creditor nation and concerned, whether 
willingly or not, with the development 
of the whole world. Since the early 
days of the War Europe has been able 
to pay in kind for only a small portion 
of the material supplied to her by the 
United States, with the result that she 
has acquired a great debt. Prior to the 
War the United States was indebted to 


Tue ANNALS OF THE AMERICAN ACADEMY 


Europe for upwards of $4,000,000,000, 
while now she is a creditor to the rest 
of the world to an extent exceeding 
$12,000,000,000. 

It has been shown that instead of 
having to export material to the value 
of $200,000,000 or $800,000,000 a year 
to meet interest payments of other 
nations, the United States will have 
to import products of other nations to 
the extent of about $800,000,000 or 
$900,000,000 annually in order to 
receive interest and principal upon the 
foreign loans she has granted since 
the War began. Until about 19290 the 
United States took payment for her 
excess exports mainly in securities, but 
with the weakening of credit and trade, 
she began to demand payment in 
gold, with the result that during the 
last two years over $800,000,000 
worth of gold has been transferred to 
the United States. Such a flow of gold 
naturally could not be continued in- 
definitely, and the problem of assisting 
in the rehabilitation of Europe is being 
solved by the sale of securities by 
Europe to the United States. 

To permit this method of solution 
the people of this country must have 
confidence in other nations, and it is 
this feature of confidence that I have 
So strongly emphasized in one of the 
preceding paragraphs. Very fortu- 
nately, this feeling is being established 
and the export of American capital to 
foreign countries is now taking place at 
an unprecedented rate. This flow of 
capital enables foreign markets to buy 
materials here; not only raw materials 
as in the past, but manufactured 
‘products and machinery. The hand- 
ling of foreign finance and foreign 
business on a large scale in the United 
States is comparatively new, and, as in 
all new endeavors, mistakes are likely 
to be made which can only be corrected 
with time and experience. “The foreign 
trade of the United States is sure to 
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grow (nothing can stop it) but it will 
grow more or less quickly and more or 
less satisfactorily in proportion to the 
intelligence of the management and the 
salesmanship supporting it. 

Wealth can be acquired only by 
work. The entire army of workers 
throughout the world must now forget 
that period of artificial prosperity 
which it enjoyed during the period of 
the War; a temporary prosperity 
among the workers, both employer 
and employed, that has plunged most 
nations excepting the United States 
into financial chaos, if not absolute 
bankruptcy. 

Roubles that in 1914 were worth 51¢ 
each, or say two to the American dollar, 
now have a value somewhere in the 
neighborhood of 1,000,000 to the 
dollar. This number may not be 
exactly correct, but accuracy is not 
necessary because the paper itself is of 
more value in its original form than 
when ornamented with printer’s ink 
to represent a monetary value. Our 
workers, which include all those en- 
gaged in production, must now learn 
how to produce the maximum for 
compensation received, rather than 
expect to receive the highest possible 
compensation for a minimum of serv- 
ices rendered. 


RESTORATION OF CONFIDENCE 


The reconstruction of the war- 
devastated areas and the expansion 
and development of new countries in 
different parts of the world is there 
waiting to be done, and must have the 


services of real money or capital. 


accumulated somewhere and waiting 
to be used. This somewhere is now the 
United States, and our falling money 
rates show that capital is being pro- 
duced by us faster than it 18 being 
consumed. ‚А return to increased 
activity can only follow a confidence 
in those whom we endeavor to serve 


that their commitments will be met. A 
credit system that will apply itself to 
the world’s requirements must be 
built up. A determination to proceed 
must definitely be acquired by Ameri- 
eans, after which rehabilitation, not 
only of Europe but of the entire world 
outside of our own God-blessed coun- 
try, will proceed rapidly and perma- 
nently. 

Those of us who have been busily 
engaged since the War in an effort to 
build up a trade with the outside 
world, have learned that only by first 
creating a feeling of confidence and by 
displaying a willingness to participate 
in the possibilities of the future have 
we been able to lend aid in the rehabili- 
tation of some countries and the 
development of others. 

Confidence precedes credit, and charac- 
ter precedes confidence. 1 have always 
been optimistic and felt that the innate 
common sense of the various nations 
would in the end develop a common 
ground whereon some mutual under- 
standing could be reached after the 
tremendous upheaval that the world 
has just experienced. My own com- 
pany has happily been in accord with 
this policy and we have provided 
transportation to Belgium, Poland, 
South America, and to our near neigh- 
bor, Mexico, in all of whom we have 
the fullest confidence regarding their 
integrity and intention to pay—in 
their development upon a credit basis, 
or, in other words, a confidence basis; 
and these obligations entered into are 
all being faithfully met. 

Other producers in the United States 
have been in accord with my views, and 
still more now seem to be agreeable to 
this policy, judging by the confidence 
that is bemg displayed in the various 
foreign loans lately placed in this 
country. 

. Lhe Genoa Conference, to which I 
have been opposed ever since its 
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suggestion, has accomplished nothing 
so far, excepting a postponement of 
ultimate rehabilitation. The bitterness 
that has been uncovered and the in- 
creased thought of how to procure 
separate advantages will retard con- 
fidence rather than promote it. The 
United States by its wise determination 
not to participate leaves us in the 
strongest possible position to step in at 
the opportune moment and blast the 
way for other nations to follow in the 
recovery to the world of the Russian 
domain, and to place it once more 
among the world’s assets, instead of, as 
it now exists, a liability of the gravest 
character, menacing not only the peace 
and prosperity of Europe, but also a 
civilization that has required centuries 
of bloody wars and continued effort to 
develop. 

Briefly summarizing the subject 
from the point of view of an American 


manufacturer or businessman, who not 
only loves his own country, but has a 
confidence in and an affection for the 
peoples of other nations, I firmly 
believe that American prosperity deeply 
depends upon the rehabilitation of 
Europe. I believe that Europe as a 
customer is morally sound and is 
entitled to our fullest confidence, and 
that the ultimate solution of the 
problem will be the creation of new 
engineering enterprises upon the basis 
of permitting sufficient time for pay- 
ment to elapse, in order that the 
enterprise itself will produce the excess 
wealth necessary to repay its original 
cost. Europe will then not only be 
rehabilitated, but will be enriched, and 
the United States herself will prosper as 
she has never prospered before. 

It is America’s opportunity; it is 
America’s duty,—we should respond 
to the call. 


America’s Interest in the Rehabilitation of Europe 


By WinLiAM S. CULBÈRTSON 
Vice-Chairman, United States Tariff Commission 


AM conscious that it is presump- 

tuous in me to discuss in so ghort 
8 space our interest in the rehabilita- 
tion of Europe. It is a great tempta- 
tion to indulge in glittering generali- 
ties, but I have before me as & warning 
that wise paradox, that “all generaliza- 
tions are false, including this one." 
It is also difficult at this time to re- 
frain from uttering certain phrases, 
certain catch words, which might 
satisfy our judgments upon this very 
complex problem of our relation to 
Europe. But like a theologian who 
recently said that he did not intend to 
allow his Christianity to depend upon 
the credibility of Judges or the 
edibility of Jonah, I shall not allow my 


judgment upon this present situation 
to be determined by any catch phrases, 
such as the “League of Nations,” 
or the “cancellation of inter-allied 
indebtedness,” or any other simple 
theory by which we are to pull Europe 
out of the mud. The rehabilitation of 
Europe must begin in Europe; it will 
not begin in the United States. 

Our interest, however, in the re- 


` habilitation of Europe is fundamental 


and very vital. I should not say that 
the prosperity of the United States 
depends primarily upon the economic 
recovery of Europe, but that we do 
have a direct interest jn Europe's 
stability and prosperity. 

Two English ladies were once dis- 
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cussing the difference between a mis- 
fortune and a calamity. Disraeli, who 
happened to be present, was called 
upon to decide the controversy. He 
said, “That’s very easy. If my politi- 
cal opponent, Gladstone, should fall 
into the Thames, that would be a 
misfortune, but if somebody should 
help him out, that would be a 
calamity.” . 

Perhaps, the failure of Europe to 
rehabilitate itself, from our point of 
view, would not be a calamity, but 
certainly it would be a tremendous 
misfortune. Our prosperity rests on a 
much broader basis than our trade and 
financial relations with Europe. For 
the present I am speaking only of 
economic problems. In spite of the 
tremendous expansion in our export 
trade, in spite of the importance of 
international finance to us today, the 
basis of our prosperity in this country 
is in domestic finance and in domestic 
trade. 


CHANGES IN OUR INTERNATIONAL 
Account 


I am entirely aware of the very 
important changes which have taken 
place in our international account 
since 1914. We have piled up a gold 
balance which is embarrassing. Some 
of our industries, which before the 
War regarded the export market as 
merely incidental, have now come to 
depend upon it for their prosperity. 
We extended large loans, both private 
and public loans, to Europe. We have 
made a start toward—I was about to 
say a merchant marine—but I will not 
go that far; we have accumulated, a 
large number of ships which are today 
carrying a substantial part of our 
overseas commerce. 5 

These changes which ordinarily 
come to a nation gradually—in a 
generation ot two—have come to us 
suddenly, and have precipitated a 
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clash of class interests in the United 
States somewhat similar to that which 
occurred in Great Britain in the middle 
of the nineteenth century. Some have 
even attempted to extend the analogy 
between our position today and that 
sof Great Britain during that period. 
It has been pointed out that Great 
Britain came to a place where she had 
to export a great quantity of goods. 
Her industries had outgrown the home 
market. She had loaned a large 
amount of capital abroad—in the 
United States and in the Argentine— 
and dividends were beginning to be- 
come payable. She had developed a 
merchant marine that was carrying a 
great part of the commerce of the 
world. Because of these conditions, 
certain classes advocated the abolition 
of the corn laws in order that foodstuffs 
and raw materials might flow into 
Britain and support her growing in- 
dustries. The measure was violently 
opposed by the agricultural classes, 
„and there ensued a struggle between the 
manufacturing and agrarian interests 
which was nothing short of a social 
revolution. Certain classes in our 
country see a parallel, but Britain’s 
situation then differs essentially from 
ours today. Ме are more vitally 
intepested in the development of our 
great internal resources than in the 
extension of our overseas trade or in 
the development of our merchant 
marine, and while these latter interests 
are important to certain classes in the 
communiLy and need to be considered 
in the wider aspect of our national 
development, they, nevertheless, are 


* only a part of the picture and should 


not be given undue emphasis in con- 
sidering the problem of the rehabilita- 
tion of Europe. 
CLASS INTERESTS 
There are a number of class in- 
terests in the country. Our great 
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exporting industries, importing con- 
cerns, shipping, and international fi- 
nance, are, of course, interested in 
freer trade relations. Oh the other 
hand, there are our manufacturing 
interests, our great manufacturing 
structure, which has been built up 
under conditions which preceded 1914. 
At the present time the unsettled con- 
dition of the currencies in Europe! and 
the eager efforts which European in- 
dustries are making to regain their 
pre-war markets in America, seem to 
justify Congress in giving to the pro- 
ducers of this country the benefit of 
the doubt, if any exists. 

At the same time our agricultural 
classes have become very much in- 
terested in the problem of protection. 
À situation has developed which is 
sometimes overlooked, namely, that 
certain of our agricultural products are 
no longer on an export basis. We are 
introducing into this country large 
quantities of certain agricultural prod- 
ucts from abroad. Take, for example, 
the meat industry. We had a net 
export of meat products up until 1918, 
when we shifted to a net import from 
abroad. This continued until 1916, 
when, under the stimulus of war, we 
again shifted to a net export basis. 
In 1920, however, the import tendency 
reappeared and we went back once 
more to a net import basis. That is 
probably the extreme case, but in 
general it may be said that our new 
lands have all been taken up. In- 
tensive agriculture is taking the place 
of extensive agriculture. Abroad in 
Argentina, Canada, Manchuria and 


Siberia production of typical American * 


products is being carried on under con- 
ditions of extensive agriculture. It is 
under this condition that our agricul- 
tural classes are gradually becoming 
interested in the problem of protection. 

A problem of statesmanship js 
raised by the clash of different in- 


terests as Mr. Strauss! so very interest- 
ingly points out. There are certain 
tendencies which need to be restrained 
on the one side and certain tendencies 
which need to be encouraged on the 
other, so that in building up the struc- 
ture of our domestic prosperity, bal- 
ancing the interests of exporters with 
those of producers, the interests of 
finance with those of the importing 
class, we may build up a diversified 
national structure which makes the 
real basis of our prosperity. 

In saying that, I have done so 
partly as a warning. In discussing a 
subject like the rehabilitation of 
Europe there is a great tendency to 
over-emphasize the importance of 
individual factors. We do have an 
economic interest in the rehabilitation 
of Europe. Many of our agricultural 
products, for example, are still on an 
export basis and they depend upon the 
European market for their sale. There- 
fore, a poor Europe means the lack of 
prosperity in certain agricultural 
communities. Many of our manu- 
facturing industries are on an export 
basis. They want to sell goods in 
Europe. A poor Europe means a 
decline of prosperity for them, and 
even in the case of our exports to 
South America and to Asia, a poor 
Europe will make it impossible for 
Europe to buy the products of those 
countries and furnish bills of ex- 
change to pay us for our exports to 
them. 


SUGGESTIONS AS TO REHABILITATION 


It may be presumptuous for me to 
attempt any solution of the problem of 
Europe today, but having no expert 
record on this subject to preserve, I 
venture one or two suggestions. 

The importance of Russian trade is 
widely’ recognized. At present the 
political difficulties bul large, but 


1 See page 46. 
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necessity and time are working for & 
sane solution. It seems to me that 
much of the economie rehabilitation of 
Europe must begin with Russian 
trade revival; that the reéstablishment 
of sound trade relations with Russia 
based upon progressive, productive 
methods in Russia, wil be the be- 
ginning of the economie rehabilitation 
of Europe. Particularly is this true 
in the case of the rehabilitation of 
Germany. If Germany is to pay 
reparations she must increase her 
exports, and she must be able to base 
that export trade upon her trade with 
Russia. Until the reparations problem 
is settled; until payments are reduced 
to a definite basis and reparations to an 
amount which Germany can pay, it is 
probable that European countries will 
not balance their budgets. Until the 
budgets are balanced, the currencies 
will continue to be depreciated, and 
the difficulties arising out of that 
situation, which I may say in some 
cases have been greatly exaggerated, 
will not be remedied. Europe needs, 
more than anything else, political 
stability and & chance to re-assert her 
reproductive power. 

In 1918 Mr. Kerensky, talking to me 
in London, said, “Со back and tell the : 
American people to have faith in the 
reconstructive powers of the Russian 
people.” I believe that if & political 
situation can be created upon which 
the people of Europe may go to work, 
there will come the rehabilitation for 
which we all hope. 

There is a story of a Persian who had 
a donkey that would not go; so he 
went to one of the sages of his people 
and asked him what to do about it. 
This sage gave him a bottle of acid 
and said, “Меп you get out op the 
road just put a little of this ọn the 
donkey and he will go all right.” So 
the Persian st&rted out on his journey. 
When the donkey refused to go, he 
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applied a drop or two as prescribed, 
and the donkey disappeared over the 
horizon in a cloud of dust. The owner 
was left sitting by the road, contem- 
plating his loss and wondering what to 
do. Finally, he bethought himself of 
the acid. He took it out and put a 
couple of drops on himself, and in a 
short while he found himself waiting 
for the donkey. If we could put some 
acid of that kind on Europe and start 
it to work, the process of rehabilitation 
would probably follow in short order. 


CONCLUSION 


To avoid a misunderstanding, one 
or two things should be said in con- 
clusion.’ I do not think that we should 
approach the problem of the rehabili- 
tation of Europe purely as an economic 
problem, for, of course, it is much more 
than that. Europe is seeing ghosts of 
the past; she is sorely in need of polit- 
ical stability, and it will not come until 
her people learn more charity. Our 
attitude should be one of extreme gen- 
erosity. We do not live by bread alone. 
We have an interest far deeper than 
economie gain in seeing Europe pull 
through. If Europe does not come 
back, America becomes the last 
stronghold of the white man’s civiliza- 
tion, and even if she does come back, 
we may well give thought, we and 
Europeans together, to where our 
civilizatjon is moving. If we go on 
exhausting ourselves by wars and 
post-wars, hatreds and hostilities, we 
may find ourselves divested of our 
leadership. Our civilization is essen- 


„tially economic at its basis, and if that 


is cut away, what then? President 
Harding saw this problem when he 
called the Arms Conference, and its 
success presages other progress, I be- 
lieve, toward international conferences 


on the great economic issues which 


diyide nations and which nations, 
single and bargaining two by two, 
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cannot solve. European problems 
must be solved, but beyond them 
there are international economic prob- 
lems, world-wide in importahce—prob- 
lems of raw materials, colonies, foreign 
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investments, shipping and electrical 
communications, which if they are not 
solved by some international coópera- 
tion will destroy not only Europe but 
also America. 


Europe and the Development of American 
Foreign Trade 


By G. B. Вооввдсн 
Chief, Bureau of Research, Department of Commerce, Washington, D. C. 


ITH an area constituting only 

7.7 per cent of the land area of 
the globe, slightly larger than the 
United States and Alaska, Europe held, 
before the War, 26.4 per cent of the to- 
tal population of the world. This is 
over four times the population of the 
United States, more than ten times the 
population of all South America and 


equal to the total estimated population, 


of all Eastern Asia, including the islands 
of Japan, the Philippines and the Dutch 
East Indies. This large population 
gave to Europe an average density of 
120 people to the square mile, a density 
of 35 times that of the average density 
of the world-population or the popula- 
tion-density of the United States. The 
density of Europe's population is 
further indicated by the fact that'out 
of approximately 400 cities of over 
100,000 people, 190 or 47.5 per cent are 
in Europe. 

'The largeness of its population and 
the concentration of that population do 
not, of course, necessarily indicate that 
Europe is & region of great economic 
wealth. 'The economic importance of 
a region must be measured by its 
ability to support, in comparison with 
the rest of the world, a large population 
in comfort through the magnitude of 
its produclion and its facilities for 
carrying on trade and commerce. 

Some measure of Europe’s economic 


importance is shown by the following 
facts. In 1918, Europe had 83.4 per 
cent of the railway mileage of the world. 
This was slightly less than the railway 
mileage of the United States. The 
net tonnage of Europe’s merchant 
marine, on the other hand, was 69.3 
per cent of the total merchant marine 
of the world. In telegraph wire, 
Europe possessed 60 per cent of the 
total world-mileage. | 

In agricultural production, Europe 
has been far the richest producing-area 
in the world. Europe leads in the 
production of most of the great food 
crops, in spite of the fact that she is 
also the greatest importer of agricul- 
tural products from the rest of the 
world. Table I shows the production 
in 1918 of the leading agricultural 
crops, indicating the per cent of the 
total world-crop produced in Europe. 
In 1913, European farms produced 96 
.per cent of the total world’s rye; 62 per 
cent of the world’s oats; 71.8 per cent of 
the world’s barley; 52.4 per cent of the 
world’s wheat; 18 per cent of the 
*world’s corn; 92.1 per cent of the beet 
sugar crop, and 42 per cent of the 
total sugar production of the world. 
Over 90 per cent of the potatoes of the 
world were then grown in Europe, and 
92.6 per cent of the olive oil. Of the 
world's important food cfops, only a 
few are not found in surpassing im- 
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TABLE I. Foopsrurr PRODUCTION IN EUROPE 
1918, or 1918-14 
к Percentage: 

Commodity Unit of Measure World Europe Europe to World 
Wheat ...... sse Bushels 4,127,487,000 | 2,160,850,000 52 4 
Rye Bushels 1,880,887,000 1,805,987,000 96 0 
Oats. Bushels 4,697 ,487,000 2,907,839,000 61 9 
Barley... ... Bushels 1,650,265,000 1,184,848,000 718 
Corn... pda дуз Bushels 8,587,429,000 640,874,000 17 9 
Rice (in husk) ....... 1,000 pounds 147,706,980 1,699,842 1.2 
ка круг Bushels 131,327,000 27,692,000 911 
Flex fiber............ Pounds 1,918,915,000 1,918,915,000 100 0 
Sugar, beet Short tons 9,434,000 8,688,000 92 1 
Sugar, total Short tons 20,704,000 8,697,000 42 0 
Potatoes Bushels 5,802,910,000 5,257 ,659,000 90.6 
Olive ой..... . ..... Pounds 1,011,532,000 936,432,000 92 6 








portance in Europe. Millet is not 
grown in appreciable quantities, but 
Europe produced 1.2 per cent of the 
world’s enormous rice crop, and nearly 
18 per cent of the maize crop. In 
addition to the grains and root crops 
mentioned, 21.1 per cent of the flax- 
seed стор of the world was produced in 
Europe and practically all flax fibre 
had its origin in this continent. 

In the production of animals and 
animal products, Europe’s position is 
less dominating than in vegetable 
products. Nevertheless, as shown in 
Table И, that continent had in 1918 
nearly 51 per cent of the world’s swine; 
41.7 per cent of the goats; 88.4 per cent 
of the sheep, and 30.8 per cent of the 
cattle. With this large animal popula- 
tion there was a correspondingly large 
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4 


production of dairy products, of -hides 
and skins, and of other animal products. 

Of the four great textile raw mate- 
rials, Europe before the War was a 
leading producer of three, producing 
26.8 per cent.of the wool; practically 
100 per cent of the flax, and 21 per cent 
of the raw silk. Raw cotton is the only 
important raw textile product produced 
in insignificant quantities in Europe. 

In area under forests, Europe, con- 
trary to general belief, surpasses the 
United States, although in lumber 
production Europe is outdistanced by 
the United States. Nevertheless, 38 
per tent of the world's production of 
lumber is estimated to have been 
produeed in Europe in 1918, as com- 
pared With 47.8 per cent produced in 
the United States. 


TABLE IL Момвив оғ Domestic ÁNIMALS IN EUROPE 














1918-14 К ^ 
Percentage 
Europe to World 
121,498,000 80.8 
177,030,000 82 4 
88,545,000 41.7 
78,861,000 50 9 
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In resources of mechanical power, 
Europe is exceptionally well-favored, 
and the power developed therefrom is 
correspondingly large. In 1918, 54 
per cent of the world’s coal was taken 
from European mines, and 21 per cent 
of the world’s petroleum came from 
European oil wells. The developed 
water power utilized in Europe rep- 
resented 38.6 per cent of the total 
developed water power of the world. 

In the important economic minerals, 
few sections of the world are so richly 
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endowed as Europe. In addition to 
coal and petroleum, Europe produced 
in 1918: 59 per cent of the world’s iron 
ore; 90 per cent of the world’s pyrites; 
99 per cent of the world’s potash; 95 
per cent of the magnesite; 42 per cent 
of sulphur; 30 per cent of lead; 59 per 
cent of manganese ore; 98 per cent of 
platinum, 28 per cent of tungsten; 
88 per cent of zinc and 13 per cent of 
copper, in addition to many other 
mineral resources shown in Table III. 
Only a few minerals of large economic 














TABLE ПТ. Рвороспох or MINRRAIS IN EunoPE IN 19181 


Percentage contributed by 





World output 
in metric tons 


22,000 
16,275 
589,000 
171,000 
1,389,300,000 
(b)965,810 


7,141,809 
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1,110,000 
6,000,000 
7,000 
1,000,000 
185,700 
8,000 
1,125 
1,027,000 
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86 
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1 World Atlas of Commercial Geology, U. S. Geological Survey, page 5. 


(a) Leas than one-half of one per cent. 

(b) Smelter output. 

(с) 1915. * 
(d) 1912. 
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importance are not found in important 
quantities in Europe. | 

With such a great endowment of 
resources in basic raw materials and 
mechanical power, combined with a 
large and energetic population, it is to 
be expected that the amount of 
manufacturing done in Europe would 
also greatly exceed that done in any 
other section oz the world. And that 
this is so, is indicated by the fact that 
58 per.cent of pig iron and 56.4 per 
cent of the world’s steel were produced 
in European furnaces in 1918. Europe 
also, at that time, accounted for 69.6 
of the cotton spindles, and between 75 
per cent and 80 per cent of the woolen 
mill spindles of the world. In most 
other lines of manufactured products 
the mills of Europe were by far the 
dominating influences. 

These facts are perhaps sufficient to 
indicate the place held by Europe as a 
producer of wealth. That this conti- 
nent should surpass in production any 
other equal area of the world is not 
surprising in view of the unsurpassed 
combination of favoring geographic 
factors here found. Possessing a 
climate particularly favorable for the 
development of a high type of energetic 
people, resources of soil, forest, mine 
and sea unsurpassed by that of any 
other area of similar size, and a coast 
line which makes its interior readily 


TABLE IV. Ехровтв to Eunorz 1918-14. 
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accessible from the sea; situated cen- 
trally to the important land areas of 
the globe, and on the great trade 
routes of commerce, Europe possesses 
a combination of physical features 
that lays the basis for the very highest 
state of economic development. 

Not only is Europe a great producer 
of raw materials, food and manufac- 
tured products, but she is also the great 
source of commerce. As a result of 
her great economic wealth, the conti- 
nent is one of the chief sources of 
supplies for export to the rest of the 
world and the chief market for the 
products of every other continent. 
With all her vast production, Europe 
cannot supply herself with foods and 
raw materials in quantities sufficient to 
support her people and her industries. 
Hence, Europe is the great market of 
the world, and has become the world’s 
great market place as well. It is to 
Europe mainly that the remainder of 
the world looks for a market—a 
market not only for raw products for 
Europe’s manufacturing plants and 
foods for Europe’s enormous popu- 
lation, but a market also for manu- 
factured goods. Table IV shows the 
extent to which other countries have 
depended upon Europe as a world 
mayketing center. 

In 1918-14, 62.86 per cent of the 
total exports of the United States were 


PERCENTAGE or TOTAL ror SPECIFIED AREAS 














From To To To 
Europe United States | Rest of World 

А Per cent Per cent Per cent 
United States.. .................. ..... 42 86 ; 87.14 
Canada, Newfoundland, and Labrador. ... 54 48 87 11 8.41 
Middle America.. ...... Ne 26.18 68 45 5 42 
South America "e 72.90 17 57 9.58 
Атей р о 4E v. EEE 90.11 2 21 7.08 
Авіа....... Gui eke ate Sate SM ОЛОТ 46.25 11.75 42.00 
Oceania e 76 85 6 51 16.64 
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sent to Europe and of Canada’sexports, 
54.48 per cent. South America sent 
72.9 per cent of her total,exports to 
Europe; Africa, 90.11 per cent; Asia, 
46.25 per cent; and Oceania, 76.85 per 
cent. The only section from which 
Europe received a smaller proportion 
of exports than the United States was 
Middle America, i.e., Mexico, Central 
America and the West Indies. Here, 
the United States was the chief market, 
taking 68.45 per cent of the total, as 
compared with 26.13 per cent for 
Europe. Combining the export trade 
of all countries of the world outside of 
Europe, we find that approximately 
64 per cent of the total was absorbed 
by Europe before the War. As a 
market for the products of all the rest 
of the world, Europe was without a 
rival. It is true that a part of the 
trade indicated as destined for Europe 
found its ultimate market in other 
parts of the world, Europe acting as a 
place of trans-shipment. But even 
when we make allowance for transit 
trade, the fact remains that much of 
the world's prosperity has been closely 
pee up with the ability of Europe to 

uy 

Europe has been more than a con- 
sumer of goods produced in other 
parts of the world; Europe has also 
become a great marketing center, the 
market place where goods are bought 
and sold. The machinery for carrying 
on international trade has been built 
up in Europe and brought to a very 
“high state of perfection. As a world 
marketing center Europe's position 
has been unique. With her wealth of 
resource as a base, her energetic people, 
through long experience, have built up 
a complex and efficient organization 
for the distribution of world-products. 
European cities early became the great 
marketing centers, not only for Europe 
but for all the world. Great trading 
companies, banks, brokerage houses, 
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and the machinery for financing trade 
have been developed in Europe until, 
to & degree little realized before the 
War, & large part of the complex 
organization of trade was in European 
hands. Disorder in Europe, therefore, 
has put out of adjustment the whole 
machinery of international trade, and 
the restoration of this complicated 
machinery for trade is not a thing that 
can be built up elsewhere in a few 
years. 

Furthermore, in coniectus with 
the growth of Europe as a market 
and with the development of the 
machinery for carrying on trade, 
there was an enormous accumu- 
lation of wealth in Europe and a 
consequent investment of European 
capital in non-European countries. 
Through the investment of this capital 
in overseas enterprises, much of the 
economic, and often the political con- 
trol of the resources and industries of 
foreign countries came under European 
direction. Economie disturbance in 
Europe, therefore, has reacted upon 
the development of plantations in far 
away tropic lands, has curtailed the 
building of railroads in distant coun- 
tries and prevented the establishment 
of new mines, new industries and new 
public utilities in all parts of the world. 
Thus, directly and indirectly, through 
the disturbance of the buying and 
purchasing power of Europe, and 
through the disorganization of the 
machinery of trade and the curtail- 
ment of capital for investment, in- 
stability in Europe has reacted pro- 
foundly on all the prosperity of the 
world. 


DEPENDENCE OF THE UNITED STATES 
К on EUROPE 


The .dependence of the United 
States upon Europe as a market has 
always been similar to that of the rest 
of the world. This country has looked 
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to Europe both as a market for goods 
and as a means of furnishing facilities 
for fmancing and transporting such 
goods not only to Europe, but to all 
other parts о? the world as well. 
Table V gives the total values of 
American export and import trade, 
the amount with Europe and the per- 
centage that the trade to Europe bore 
to our total trade. 

“In the year 1918-14, 62.8 per cent 
of American exports went to Europe, 
although there had long been a gradual 
decrease in the relative importance of 
the European export market for the 
United States. In 1880, Europe took 
over 86 per cent of our exports; in 
1890, 80 per cent; in 1900, 74.6 per 
cent; in 1910, 85.1 per cent. In spite 
of this decrease in relative importance, 
the absolute values of our exports to 
Europe were constantly increasing 
before the War, and Europe has con- 
tinued by far the most important of 
our export markets. 

After the outbreak of the War, the 
importance of Europe in our export 
trade increased, both in actual and 
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relative value, reaching 71.2 per cent 
of our export trade in 1915; 69.2 per 
cent in 1918, and 68.7 per cent in 1917. 
This increase, of course, was a result of 
large shipments of war supplies to Eu- 
rope. Following the Armistice, how- 
ever, the proportion of our exports to 
Europe rapidly declined: In19?1,only 
52.7 per cent of our total export trade 
found its destinationin Europe, as com- 
pared with 60 to 65 per cent before 
theWar. Althoughthiswas still avery 
large proportion of our exports, Europe 
is now far less important relatively 
than ever before as a market for Amer- 
ican goods. 

In the import trade, Europe, pre- 
ceding the War, supplied the United 
States approximately 50 per cent of 
the total. As in the case of exports, 
there was before the War a gradual 
but a steady decrease in the proportion 
of goods bought from Europe. In 1880 
we received 55.5 per cent of our im- 
ports from Europe; in 1890, 57.1 per 
cent; in 1900, 51.8 per cent and in 1914, 
47.8 per cent. During the War, 
however, imports from Europe dropped 
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to unprecedentedly low volumes, as 
well as to low percentages of total 
trade. In 1918, less than 14 per cent 
of our total imports were from Europe. 
and even the actual value of imports 
in that year was less than half the value 
of the imports in 1914. With the 
signing of the Armistice, imports from 
Europe rapidly increased but in 1921 
the proportion was still far below pre- 
war levels—only 80.5 per cent. Even 
the absolute value of imports from 
Europe in 1921, in spite of inflated 
prices, was much less than the value of 
imports in 1914. This inability of 
Europe to sell to the United States 
means, of course, that Europe is less 
able to buy from the United States 
and that the United States’ most im- 
portant market for exports must re- 
main greatly curtailed as long as this 
condition exists. 


EUROPE A8 А MARKET FOR AMERICAN 
MANUFACTURES 


Table VI shows the trade of the 
United States with Europe by groups 


of commodities for the years 1910—14. 

Contrary to the general impression, 
exports of American manufactured 
goods to Europe constituted a very 
large proportion of our trade with 
that continent. The trade of the 
United States with Europe differs in 
one important respect from the trade 
of most other sections of the world 
with Europe. Most of the other non- 
European countries are chiefly de- 
pendent on Europe as a market for 
foods and raw materials. The United 
States, being the largest manufacturing 
country in the world, depends upon 
Europe, not only as a market for foods 
and raw materials, but for manufac- 
tured goodsaswell. And manufactures 
are the largest element in the United 
States export trade, and the most 
rapidly growing group of our exports. 
During the five years preceding the 
War, exports of manufactured goods 
to Europe amounted to $488,000,000, 
constituting 334 per cent of our total 
export trade to Europe and 44 per 
cent of our total exports of manu- 
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factures. During this same period 
foodstuffs exported amounted to 
$300,000,000, or 22.8 per cent, Crude 
material exports were valued at 
$598,000,000, or 444 per cent of our 
exports to Europe. When it is re- 
ealled that manufactured goods make 
up by far the largest proportion of 
American exports, and that Europe 
absorbs 44 per cent of this important; 
group, the dependence of the United 
States upon Europe as & market not 
only for our exports in general, but for 
our ‘manufactures, becomes evident. 
Europe is by far our most important 
market notonly forfoodstuffs and crude 
materials but for fabricated materials 
as well. It should be noted in this 
connection that “foodstuffs” imports 
includes both crude foodstuffs and 
manufactured foodstuffs. If we 
should include the manufactured food- 
stuffs with other manufactured goods, 

we would find that approximately 
50 per cent of American manufactured 
products are exported to Europe. 

The importance of Europe as a 
market for American manufactured 
products is even more clearly indicated 
when we consider the chief groups of 
articles which make up our export of 
manufactured goods. To enumerate 
only a few of our important manu- 
factures may be interesting. In the 
year 1918-14, 60.8 per cent of Ameri- 
can exports of agricultural implements 
was sent to Europe; 17.1 per cent of 
electrical machinery and appliances; 
72.6 per cent of cash registers; 62.9 
per cent of adding machines; 46 per 
cent of sewing machines; 72.7 per cent. 
of typewriters; 39.9 per cent of tools; 
39 per cent of all other machinery in- 
cluding metal working, textile, mining 
and other types of machinery: Iron 
and steel manufactures other than 
machinery also depended upon Europe 
to a very large degree for markets. 
Of such highly fabricated articles, for 
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example, as pipes and fittings, Europe 
took 20.8 per cent of our exports; 
9.8 per cent of structural iron and steel; 
98.6 per cent of miscellaneous iron and 
steel manufactures. 

Even in such highly specialized 
goods as scientific instruments and 
apparatus, Europe took 89.8 per cent 
of our exports. 41.2 per cent of our 
musical instruments ‘went to Europe; 
58.5 per cent of motorcycles; 36.9 per 
cent of automobiles. It is rather sur- 
prising that in the group of chemicals, 
drugs, dyes and medicines, 26.7 per 
cent of our large exports went to 
Europe. Paint exports to Europe 
constituted 38.8 per cent of our total 
trade in that commodity; glass and 
glassware, 17.5 per cent; rubber goods, 
41.8 per cent; leather manufactures, 
95 per cent; paper and paper manu- 
factures, 18 per cent, cutlery, 82.4 
per cent; clocks and watches, 36.2 per 
cent. In fact, a list of our most im- 
portant exports of manufactured goods 
shows, with few exceptions, that 
Europe was the dominating market. 


EXPORT or EUROPEAN MANUFACTURES 
TO Unrrep SrATES 


Imports of manufactured goods from 
Europe during the period 1910 to 1914 
constituted 61.4 per cent of our total 
imports from Europe. This was 72.7 
per cent of the total import of manu- 
facturéd products of the United States. 
Since Europe's chief export to the 
United States has been and must con- 
tinue to be manufactured goods, the 
revival of Europe's ability to manu- 
facture and to sell those manufactured 
goods in the United States is not only 
one of the indispensable requisites for 
the revival of European prosperity, 
but also & very important factor in 
improving economic conditions m the 
United States. Before the War Eu- 
sopean-United States trade was resting 
largely on the exchange of Europe's 
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manufactured goods for goods manu- 
factured in the United States as well 
as for foodstuffs and raw materials. 
Before the War American exports of 
manufactures to Europe were grow- 
ing more rapidly both in quantity and 
in relative proportion to our total 
trade than any other group. 

At the same time—and largely 
making it possible for our exports of 
manufactured goods to Europe to de- 
velop—Europe was, sending manu- 
factures to the United States. What- 
ever interferes with Europe’s ability to 
export manufactures to the United 
States must inevitably prevent the 
United States from exporting to Europe. 
Europe must depend on manufactured 
goods to pay her imports. She has 
comparatively little exportable surplus 
of other goods. To that degree, there- 
fore, that the manufacturing industry 
of the United States depends on foreign 
markets for its full revival, it must 
largely depend upon the revival of 
European manufactures. 

Europe’s ability to buy is largely 
conditioned by her ability to sell; and 


she must sell manufactures—the mate- 
rial she has in largest surplus to sell. 
Since the export of manufactured 
goods constitutes the most important 
and the most rapidly growing part of 
American export trade, and since 
Europe is and long has been the prin- 
cipal market for those manufactures, 
there is a vital relation between the 
development of American trade and 
American industry to supply that 
trade and the development of Europe’s 
manufacturing industry. 

But not only will the revival of 
manufacturing industry in Europe 
stimulate directly the trade of the 
United States with Europe; it will also 
stimulate United States trade with 
other parts of the world. Other 
sections of the world are depending 
in large degree for their revival upon 
the resumption of manufacturmg in 
Europe, making it possible for Euro- 
pean countries to buy raw materials 
апа foods which the rest of the world 
has to sell and upon the selling of 
which world-prosperity so largely 
depends. 


\ 


America’s Prosperity and the Rehabilitation of 
Europe—Labor’s Point of View : 


By ©незтев M. нант 
Director, Information and Publicity Service, American Federation of Labor 


O what precise degree American 

prosperity is dependent upon the 
rehabilitation of Europe is, to my 
mind, of less importance than the 
finding of those barriers which prevent 
full and free play of international 
helpfulness. 

We need waste no time in saying 
that American prosperity is to some 
extent dependent upon European ге; 
habilitation. It is equally true that 


European rehabilitation is to a con- 
siderable extent dependent upon the 
relations, economic and political, be- 
“tween Europe and the United States. 
There may have been а time when 
it was possible to consider material 
prosperity without regard to other 
considerations, but that time has 
passed and there can be no adequate 
discussion today оѓ materi&l prosperity 
without discussion of political relations. 


Амивтсл’в Prospertry—Lazor’s VIEWPOINT 


America will not be inclined to reach 
for material wealth if by so doing she 
lose her political liberties. America 
will follow the gospel which teaches 
that it is of no avail to gain the riches of 
the world if by so doing America must 
lose or endanger the soul of her being. 

The obstacle that stands in the way 
of full international economic coópera- 
tion is a political obstacle. We may 
possibly find riches if we care to over- 
look that obstacle; at least, the inter- 
national bankers may find riches; the 
concession hunters may find riches. 
But if we overlook that obstacle we 
must forget the principles upon which 
America is founded; we must sell our 
national soul. American labor is 
opposed to that course. 

American labor has both an al- 
truistic and an egoistic interest in 
European rehabilitation. We may 
expect our imports and our exports to 
increase as Europe proceeds to recover 
her normal industrial poise and her 
normal political existence. Perhaps I 
should not say “normal” in relation 
to Europe's political existence, be- 
cause "normal" in Europe has meant 
militarism, despotism to а large 
degree, great armies, great navies, 
and eternal suspicions, jealousy and 
intrigue. Those “normal” things must 
be got rid of. 

American labor has shown its in- 
terest clearly in international affairs. 
The public is aware of American 
labor’s support of the League of 
Nations and its part in forging that 
great international utility. American 
labor advocated an international eco- 
nomic conference and labor sponsored 
the first widely noticed demand for such 
a conference, long before the cross-breed 
Genoa Conference was summoned. 
American labor has participated in 
many interngtional conferences and it 
stands ready to participate in any 
constructive international effort that 
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does not involve treachery to democ- 
racy and that does not do violence 
to fundamental American concepts. 
American labor has proved its interest 
in international affairs and its solidar- 
ity with European labor. It has 
proved with equal emphasis its op- 
position to visionary schemes and 
revolutionary movements. 


Russia, THE OBSTACLE 


The great obstacle in the road today 
has its roots in Russia. It is a hard 
fact. Some very earnest persons, some 
very unbalanced persons, some very 
greedy persons and some very shrewd 
and treacherous persons would like us 
to think to the contrary, but the 
majority of Americans see the Russian 
problem substantially as it is, placing 
no halo on the hideous thing. There 
is the great obstacle. There is the 
keystone. True enough, Germany 
desires to pay as little as possible in 
reparations, but while in any case it is 
possible Germany may refrain from 
an effort to upset the peace of Europe in 
response to a natural desire to get out 
from under the load bequeathed to her 
by the sins of her old masters, in no 
case would she attempt such a course 
were it not for Russia. Hungary, 
Poland and other small countries of 
eastern Europe would be less in- 
clined to forsake the ways of peace were 
it not for Russia, because their eco- 
nomic needs are so acute that they are 
extremely anxious to fit their policies 
to & general policy of reconstruction 
and rehabilitation. 

The serious obstacle is Russia, 
American labor foresaw about what 
Genoa! would come to—and spoke 
its mind plainly. It is not in boastful- 
ness that American labor says that it 
understands better than others what is 
the truth about Russia and what is 


*1 This paper was written before the close of the 
Genoa Conference.—C. L. К. Editor. 
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wrong in Russia. In the nature of 
things labor must understand. 

American labor declared, its position 
on Russia in 1920, reaffirmed it in 1921 
and today stands by the declaration as 
originally made. It may be interesting 
to quote here a portion of the declara- 
tion made in 1920, when it was set 
forth: 


That the American Federation of Labor 
is not justified in taking any action which 
could be construed as an assistance to, or 
approval of, the Soviet Government of 
Russia as long as that government is based 
upon authority which has not been vested 
in it by a popular representative national 
assemblage of the Russian people; or so 
long as it endeavors to create revolutions 
in the well-established, civilized nations 
of the world; or so long as it advocates and 
applies the militarization of labor and 
prevents the organizing and functioning of 
trade unions and the maintenance of a free 
press and free public assemblage. 


The purpose of American labor is 
twofold: first to protect American in- 
stitutions; second to protect the Rus- 
sian people. 

“Destroy the American Federation 
of Labor,” is the definite word that has 
gone out of Moscow to the Bolshevist 
propaganda machine in America. 
“Then destroy the American govgrn- 
ment.” 

As to the Russian people, for whom 
American labor has amply Яетоп- 
strated its deep friendship, their dan- 
ger is twofold: first, that the despotism 
may be strengchened and the enslave- 
ment of the Russian people, including 
Russian labor, be prolonged; second, 
that the despotism, thus strengthened, 
may barter for a pittance Russia’s vast 
natural resources, making of Russia a 
great economic vassal, in pawn to 
foreign capitalists, carved into spheres 
of influence apportioned among foreign 
nations—a nation shorn of its wealth, 
bereft of its heritage, its people doomed 
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to perpetual economic enslavement in 
addition to a hateful political enslave- 
ment which mocks at freedom and 
sneers at democracy. 

What we witness at Genoa is a 
proposal that Russia’s great natural 
wealth be exchanged for political 
recognition. Bear in mind the signifi- 
cance of political recognition: it vali- 
dates what the despotism does, it 
legalizes the proposed barter .апа it 
gives foreign sanction to the domestic 
despotism as well. 


PourricaL RECOGNITION OF 
BoLsHEVISM 


We find many grave faults in our 
government, but we are happy to 
stand on this question in harmony 
with the policy laid down under the 
administrations of former President 
Wilson and of President Harding. 
The former laid down the great essen- 
tial principles of human liberty, and 
under the latter, Secretary Hughes has 
laid down the great principles of 
international conduct upon which 
Americans insist. 

American labor and the American 
government find themselves the pro- 
tagonists of great world concepts 
which are exactly contrary to the 
course being pursued at Genoa. Аз а 
matter of fact, the policy which is 
coming to a head at Genoa is in every 
essential the policy which the European 
world has followed in dealing with 
China and with Turkey, and which it 
began to abandon in the Washington 
Conference where it was set up as a 

» cardinal principle that henceforth 
China's economic independence must 
not be impaired. Secretary Hughes 
clearly stated that America at least 
holds to an identical principle in the 
case of Russia: 


The resources of the Kussian people 
should be free from exploitation and that 
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fair and equal economic opportunity should 
be secured in their interest, as well as in the 
interest of all the powers. 


One of the New York newspapers, 
supporting the idea of recognition of 
the Bolshevist government, is of the 
opinion that “the Russian problem is 
how to capitalize this future wealth of 
Russia in such a way as to finance a 
movement of trade from the over- 
stocked west to the needy people of 
Russia." 

I presume that statement represents 
a considerable amount of opinion, par- 
ticularly among those primarily inter- 
ested in what is called international 
finance. But itis not frank. The aim 
at Genoa is only incidentally to reach 
the needy people of Russia and Amer- 
ica is doing more of that in the only 
way in which it can be done than all the 
rest of the world. What Genoa points 
to is a partnership between the Soviets 
and foreign capital for the mutual gain 
of both. American labor cannot feel 
that American industry, despite our 
great and acute industrial ills, will care 
to join in any such escapade. We have 
no right to look to the natural wealth 
of Russia as a reservoir out of which 
to rebuild any of our own industrial 
fortunes, nor has Europe a better 
right. No present international agree- 
ment for the entry of foreign capital 
into Russia can fail to work to the 
continued enslavement of the Russian 
people, or for the political debasement 
of every nation that enters into such an 
agreement. When the Russian people 
have found their voice and can of their 
expressed wil validate titles and 
policies it will be possible for the world 
to assist Russia without despoiling 
her and debasing itself. 

Russia will gain no foreign qredit by 
becoming the economic vassal of 
foreign states. Nor will America gain 
prosperity.” Russia's potential credit 
is all that could be desired. To validate 
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that credit she must set up political 
assets to match her economic assets 
and the world has a right to insist upon 
the establishment of those political 
assets because freedom is the essence of 
all of them. 

The new military autocracy must 
go; the bureaucratic caste must go; the 
tremendously powerful Red army must 
go; there must be & restoration of 
freedom of press, of speech and of 
assemblage; there must be a govern- 
ment based upon consent and not upon 
repression; there must be justice and 
representation for all essential economic 
groups in Russian life. Then it will 
be possible to bring into full play the 
forces which will make for acceleration 
of American industrial life and for the 
full recovery of Russian industrial life. 
If, of their free will, the Russian people 
determine to maintain & form of 
government different from ours, they 
have that right and if they refuse to 
relieve themselves from their present 
bondage, they have that right; but we 
have the right to refuse relationship 
with whomsoever we will. 


AMERICA AND RUSSIA 


America is vitally concerned with 
how these things shall be adjusted. It 
is pot because Americans will it that 
Russia, her internal affairs and her 
external relations, assume so large a 
placeein their discussions and their 
fortunes. It is because Russia is so 
large a part of the world, because 
economically and politically she im- 
pinges upon the rest of the world and 
the rest of the world cannot move out 
of the way to avoid the shock. 

I deem it essential, however, to 
make clear the belief of American 
labor in the proposition that, important 
though Russia is, America, more than 
any other nation, can be industrially 
«prosperous in spite of the Russian 
fester that thrusts itself into every 
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European consideration. We as a 
nation need not be in any large sense 
dependent for cur industrial prosperity 
and well-being upon Europe, though of 
course it is impossible to escape from 
some of the effects of turbulence. 

And there is this further proposition: 
American labor is not willing to deter- 
mine every issue solely upon grounds 
of immediate and material considera- 
tion. It is unwilling to overlook the 
principle involved, even though that 
course may entail hardship. Labor is 
unwilling to urge a course in inter- 
national relations that would do vio- 
lence to principles which it deems 
essential to liberty the world over, 
even though such a course might 
result in immediate economic ad- 
vantage. Better the longer road if 
that is the right road. 

There is a tendency too frequently to 
overlook essential facts which I have 
tried to present, but which must 
be inadequately presented at best in 
any such limited space as I have at my 
disposal. The Bolshevik regime has 
made free labor an impossibility in 
Russia. It has destroyed the trade 
unions. It has destroyed the codpera- 
tives. It has destroyed political parties 
opposed to the Bolshevik regime. 
There are in existence organizations 
called unions and codperatives, but 
these organizations are mere painted 
substitutes for the originals, mgde to 
set before the world as window dressing 
and made to serve as Bolshevik 
agencies for the carrying out of orders. 
Free speech has disappeared. There 
is no free press and there is no freedom 
of assemblage. The massacre of the 
labor movement of Georgia is a classic 
example of Bolshevik policy in sub- 
jugated states, a Bolshevik pledge of 
tyranny wherever Bolshevik power is 
established. The Bolshevik threat 
against the American labor movement 
is direct and oft-expressed. The 
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American Federation of Labor stands 
intact today because American workers 
are too truly believers in democracy to 
wander in answer to the call of com- 
munism. 

If our economic well-being were 
dependent upon a compromise with 
the hideousness of Bolshevism, then 
better that we suffer for a time. I do 
not know how well it is generally under- 
stood that you cannot compromise 
with Bolshevism; that you can only 
stand fast in opposition or surrender 
completely. It must be borne in mind 
that Bolshevism repudiates the entire 
code of ethics and morality of the 
democratic world. It ‘recognizes no 
bond of faith in dealing with the world. 
It has always been a question, even in 
socialist organizations, whether the 
revolutionary movement was in any 
way bound to recognize what it called 
“capitalist ethics," in other words, 
whether any revolutionary element was 
bound to keep a pledge to society or 
obey the laws of society. The more 
revolutionary the organization the 
more we have found the doctrine 
that “the only crime is in getting 
caught" and “the end justifies the 
means.” Bolshevism recognizes no 
pledge to the outside world, except 
as something which may afford tem- 
porary advantage and as something to 
be broken when to break it means ad- 
vantage. The honor that we know, the 
ethics that we know, the morality that 
we know—these things mean to Bolshe- 
vism only tools with which to undo the 
democratic world. We who observe 
ihe democratic code are the objects of 
scorn on the part of the Bolshevists who 
would undermine us while we stood 
bound to our agreement by the honor 
of a pledge made by us to be kept and 
by them, to be broken. 

That is why compromise is impossi- 
ble; that is why democraef's economic 
and political safety lies in a strict ad- 
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herence to ош own principles апа un- 
yielding opposition to the fantasy of 
Bolshevism. 

But we are-not helpless without 
Europe, though we yearn for normal 
relations with the world for many 
reasons, not the least of which are 
sincerely altruistic. 


ABUSES at Home 


Labor believes that our economic 
misery has been caused more by abuses 
at home than by complications abroad. 
We should have learned the lessons of 
codperation in the War, and some 
did. But many powerful employers 
now tell us that there can be coópera- 
tion only between the employers and 
lone John Smith, the individual work- 
man, standing by himself in a pitiful 
burlesque of bargaining with a million- 
dollar corporation. The organizations 
of the workers must go. They give 
strength, opportunity and something 
like equality of bargaining power to 
John Smith. So, behold, the misnamed 
open-shop movement, the American 
plan, libelling everything truly Ameri- 
can, the whole anti-union movement 
to beat down wages, lengthen the 
workday and destroy working condi- 
tions secured after years of struggle. 
Behold also the waste, the mismanage- 
ment, the duplication, the literal 
looting of the channels of distribution, 
adding to the hardships of the workers, 
the farmers and that great portion of 
the population in the category of 
clerical workers and low paid profes- 
sional workers. 

We know that every dollar cut from 


wages and every dollar added to profit" 


reduces the purchasing power of our 
people and results immediately in piling 
up surplus and this surplus shortly has 
its effect in shutting down s and 
factories and destroying purchasing 
power. ? 

I could have brought to you figures 


upon figures, but it seems to me a waste 
of time to seek to bulwark the obvious 
with figures which after all mean little 
in dealing With general principles. 

We are dealing with major principles 
in our domestic economicand industrial 
life—and in our political life as well. 

You may be sure the organizations 
of labor will continue to live and to 
grow, .to plan constructively and to 
fight reaction and injustice. Without 
them, heaven help our country. With 
them in the hands of Lenine, breathe a 
prayer for the future! If these go, after 
them, not the flood, but the torch! 

They hold within them much of the 
secret of restored industrial activity. 
They hold men who want to work. 
They hold men who will work and who, 
at work, will buy. Fair recognition of 
the aspirations of labor, fair dealing 
with labor, fair wages and conditions 
for labor, less of greed, less of the 
demand for twelve per cent, less of the 
rule or ruin policy among powerful 
employers and organizations of em- 
ployers and we will be a happier people, 
a busier people, a people less driven to 
desperation by the desperation of 
Europe and more able to help Europe as 
Europe shall make that help possible. 

But we cannot have that measure of 
domestic tranquillity and prosperity 
which is our due if those who hold 
industrial and financial power do not 
cure themselves of the million-dollar 
appetite, themillionshabit. Four great 
national organizations of employers 
have broken contracts with wage 
earners in the past year; they have 
made scraps of paper out of their 
solemn pledges. How can we escape 
the effects of such breaches of faith? 
Powerful financial organizations 
throughout the country have prac- 
tised almost unbelievable extortion in- 
the building industry, extortion be- 

tting extortion. Equally powerful 


organizations have beaten a path to 
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the public treasury in Washington, 
where through the proposed ship 
subsidy, through the proposed tariff, 
. through the railroad guaranty and the 
shop leasing &nd repair contract sys- 
tem, and through other equally amaz- 
ing projects, they have taken and hope 
to take millions upon millions. We live 
in a time of extravagant dreams, which 
lead to practices of debauchery which 
cannot fail to reflect themselves in our 
general industrial life, to the detriment 
of the great body of frugal, toiling, 
honest and honorable people of our 
country. 

So, what the American labor move- 
ment holds is that internationally we 
are fated more to give than to receive 
and that we stand’ ready to give where 
we can give as freemen to freemen, with 
honesty on both sides. We hope for an 
end to militarism, though that hope is 
dimmed by the Red army and by the 
alliance between Germany and the 
Bolshevist powers that rule the Red 
army. We believe that an essential to 


proper international economic rehabil- : 


itation is an international economic 
conference and there is little to be 
hoped for from any conference that is 
not primarily economic, such as the 
Genoa Conference. 


SuaaxsrioNS or Lamon ° 


Labor makes bold to say that to 
achieve real success such a conference 
must be held in America in accordance 
with agenda made in America. This 
is not because we distrust others or 
feel a national superiority, but because, 
happily, we are free from influences 
which surround European statesmen 
and enmesh European business. It 
will be well if in such an international 
economic conference political leaders 
may take a rank second to those who 
have their hands primarily on eco- 
nomic problems, the essential forces in 
industrial life. 


Ыы 


We still have hope for the League 
of Nations. We see in every day’s 
developments the great justification | 
for the idea proffered by America in 
Paris and then struck down in America. 
Labor looks always with hope toward 
every effort, but hope and faith are not 
alike and labor has little faith in saving 
the world: through occasional confer- 
ences of statesmen. If there can be 
held in America an economic conference 
that wil give play to the economic 
forces of the world, that will bring them 
together, in open daylight, charged to 
work constructively, wemay have some- 
thing more than hope; we may have 
something of faith and the possibility is 
so great that labor urges, as it has urged 
from the first, that America summon 
such a conference, acting boldly as she 
did where limitation of armament was 
concerned. 

Where our own national industrial 
prosperity is concerned we are con- 
strained to look more -closely to our 
own adjustments than to what may 
happen in international relationships. 
We see a nation beset with abuses, 
waste, strife and selfish ambition. If 
it is possible to apply remedies at 
home it will not be necessary to look to 
Europe for domestic prosperity. We 
may then lavish kindness and helpful- 
ness upon Europe in some measure of 
repayment for the awful years through 
which Europe stemmed the tide of 
militarist destruction. 

If we can stop idleness—not with 
unemployment conferences that arrive 
nowhere—but with essential readjust- 


ments in industry; if we can take some 


of the greed out of employers; if we 
can stop the wrongly called “normal” 
idleness, of which much more than 
four-fifths is due to causes other than 
strikes; jf we can, as a nation, live the 
thought that workers are human beings, 
with human aspirations; if we can 
establish it as a national principle to be 
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practised, that employers are to confer 
with workers, each side through rep- 
resentatives freely chosen; if we can 
keep predatory interests from dis- 
regarding every proper function and 
attribute of citizenship; if we can find 
a way to bring some fuller measure 
of justice to the farmer; if we can up- 
root from our life the idea that produc- 
tion is for profit alone and live up to 
the modern concept that production is 
primarily for use and for the progress 


of the human family and that no single 


section of the human family has a 
monopoly of the right to progress and 
to a constantly broadening horizon of 
service and happiness, then we shall be 
able, as a people and a nation, to beget 
in ample degree our own prosperity. 
So long as we treat this as a bankers’ 
world we are doomed to trouble and 
misery. When we see it as a people’s 
world, we shall find ourselves and we 
shall wonder how it was that we ever . 
had among us five millions who wanted 
to work, but who could find no work. 


Our Unfunded Trade Balance and the Stabilization 
of Exchange 


By Ермомо Prarr 
Vice-Governor, Federal Reserve Board 


HE topic “America and the 
Debts of Europe” is broad enough 
to allow of considerable latitude and 
does not necessarily imply that dis- 
cussion is to be limited to the debts of 
Europe to America, but I take it that 
it is with such debts that we are chiefly 
concerned, and I propose to treat 
particularly not of the debts of 
European governments to our govern- 
ment or even to our people who have 
purchased the bonds of European 
governments, but of the debts which 
business men, manufacturers and 
bankers of Europe owe to our business 
men, manufacturers and bankers. 
With regard to the great debt of 
our former allies or associates in the 
War to our government, I merely want 
to say in passing that I have been 
rather surprised as to the source from 
which the principal demand for its 
early payment appears to come. If 
this demand came from the great 
financial centres, or from men, of 
large incomes who pay the most 
burdensome taxes, it could be ex- 
plained by the desire for relief from 
taxes through the application of the 
‘gums received to the reduction of the 
war debt; but it appears to come from 
producing centres, and particularly 
from agricultural sections which are 
dependent upon export demand for 
their products for maintenance of 
prices. It would seem clear that pay- 
ment of any’ part of this debt, with 
conditions not even approaching normal 
in Europe, must seriously decrease the 
purchasing power of the people of the 
allied countries and must therefore 


make for lower prices for the products 
we sell to them. 

It is, of course, well known that 
European merchants, traders and 
bankers owe large sums of money to 
Americans. Even if we had no direct 
proof of this we should know that it 
must be true from the fact that large 
flotations of foreign securities have 
been made in this country -without 
turning the tide of gold importations. 
Since last October the foreign financing 
in this country has at times almost 
equaled the current trade credit 
balance, but gold importations have 
continued, with only a slight slacken- 
ing due evidently to the stoppage of 
gold production in the South African 
mines through strikes. 


Amount ог UNFUNDED TRADE 
BALANCE 
How much of an unfunded trade 
balance is there? This has proved an 
interesting study for economists and 


statisticians, who have assembled many- 


columns of interesting figures, but 
have differed considerably in their 
conclusions. I think the first serious 
effort to bring together the known 
facts, the visible items, with some 
estimate of the “invisible” items was 
made by the Division of Analysis and 
“Research of the Federal Reserve Board 
in the Federal Reserve Bulletin for Sep- 
tember, 1920. A merchandise balance 
had aecumulated in our favor of 
$6,062,000,000 between November 1, 
1918, and July 81, 1920, and it had 
become very evident long “before that 
such & one-sided trade could not be 
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carried on indefinitely. The Federal 
Reserve Bulletin brought to light off- 
sets that appeared to reduce this bal- 
ance of more than six billion dollars 
to about three billion dollars, adding 
that “from this, of course, must be 
deducted the amount of indebtedness 
to European .and other countries 
which existed at about the time of the 
Armistice,” 

This was followed the next month 
by a much more elaborate study 
by Dr. B. M. Anderson, in the Chase 
Economic Bulletin, on Europe's un- 
funded debt. His conclusion was that 
“on September 15, 1920, Europe 
owed an unfunded. debt of over 
‚ $3,500,000,000 to private individuals, 
banks and corporations in the United 
States," this being in addition to the 
. ten billion dollars which European 
governments owed to the United 
States government, and in addition to 
the debt of Europe to investors in the 
United States holding European secur- 
ities, Dr. Anderson maintained that 
the primary explanation of the tre- 
mendous expansion of bank credit in 
the United States in 1919-20 was 
“our unbalanced and unfinanced ex- 
port trade, together with the rising 
prices, fictitious prosperity, and specu- 
lation which have grown out of the 
unbalanced export trade.” Our ex- 
porters had borrowed money from our 
banks in large amount because of 
inability to collect what was due them 
abroad, or because they had taken 
payments in foreign currency balances 
which they thought they could later 
convert into American dollars at more, 
favorable rates of exchange. Dr. 
Anderson declared that computations 
as to the unfunded balances owed us on 
our world-trade were not particularly 
valuable; that the European, balance 
was the only one that counted, for the 
triangular xchange of goods and of 
credit by which America's credit bal- 
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ances in Europe had been settled 
through debit balances with South 
America apd the Orient had broken 
down. 

This idea was combatted by Pro- 
fessor John H. Williams in the June, 
1921, Review of Economic Statistics of 
the Harvard University Committee on 
Economie Research. He gave reasons ' 
for believing that it is still permissible 
to subtract from Europe's debt to us 
the amounts we owe to non-European 
countries, and his final conclusion was 
that the unfunded debt to American 
merchants, bankers and corporations 
was considerably smaller than others 
had estimated. “Our international 
situation, since the Armistice,” he 
declared, “has been less alarming than 
has frequently been stated. It appears 
improbable that our unfunded balance 
exceeded a billion dollars at the end of 
last year" (December 31, 1920). Our 
unfunded balance from Europe was 
estimated at from half a billion to a 
billion greater than our balance with 
the world as a whole, but, he concluded, 
“Tt is not possible to believe that so , 
prolonged and pronounced a recovery 
could have occurred (in European 
exchanges) had London and the Con- 
tinent been indebted to the United 
States—besides the $10,844,000,000 of 
obligations held by our government 
and the private long-term indebtedness 
—by spme three to four billion dollars.” 

In November, 1921, the Federal 
Reserve Bulletin returned'to the sub- 
ject with a much more complete 
statement of items of credit and debit 
than in the study of September, 1920; 
the conclusion was that so far as 
visible items, and items which could 
be estimated with some approach to 
accuracy, were concerned, the sum 
due our merchants, bankers and cor- 
porations was on October 1, 1921, no 
less than 88,408,000,000. The Bulletin 
mentioned offsets that might reduce 
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this amount, such as the speculative 
purchases of foreign currencies by 
Americans, but did not attempt to 
estimate their amount. This sum 
referred to our trade with non- 
European as well as with European 
. countries. It was swelled half a 
billion dollars by the inclusion of an 
item with relation to the cost of 


cancellation of European war contracts , 


in this country in 1919, an item not 
included, I think, in any previously 
published estimate. 

The February, 1922, Federal Reserve 
Bulletin pointed out that in October, 
November and December our favor- 
able balance of trade was a little less 
than $300,000,000, from which gold im- 
ports of 125,000,000 were to be sub- 
tracted, leaving the net addition to the 
unfunded balance, $175,000,000, and 
conjecturing that the invisible items 
plus foreign financing probably more 
than offset that amount. The un- 
funded balance, on January 1, 1922, 
was therefore given as $3,400,000,000, 
lopping off $8,000,000 from the No- 
vember estimate. 

There have, of course, been other 
contributions on this subject. The 
Journal of Commerce on Monday, 
April 24, 1922, published a number of 
articles by leading bankers and econ- 
omists, and the economic. magazmes 
have published occasional papers, but, 
generally speaking, these have added 
only an item or two to the studies 
already referred to, or have expressed 
opinions without ‘bringing much that 
was new to their support. 


Urs AND Downs or ExcHANGE 


It is noteworthy that the main 
studies of this subject coincided with 
periods of depression or of recovery in 
sterling exchange. Sterling had been 
pegged during the war at 4.70, and 
when allowed to take its own course 


after March, 18, 1919, began to ѓай 
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until in February, 1920, it reached 
a low point of 3.18. It recovered to 
4.00, then fell to 3.58 in August at the 
time when the first study of unfunded 
balances was made in the Federal 
Reserve Bulletin in September of that 
year, followed by Dr. Anderson’s 
study of October. In the spring of 

1921 there was a remarkable recovery, 
with cable rates at or a little above 
$4 for more than a week in the latter 
part of May, and it was during this 
period of recovery, or before the re- 
action from it had proceeded very far, 
that Professor Williams made his 
elaborate contribution to the Harvard 
Review of Economic Statistics. It was 
natural at that time to find reasons for 
believing the unfunded balance much’ 
less than had previously been esti- 
mated, and Professor Williams’s con- 
clusion that so pronounced a recovery 
could not have occurred with so great 
an unfunded balance as three or four 
billions of dollars seems justified. By 
the time of its publication in June, 
however, the reaction was well under 
way, and before the end of July 
sterling rates were as low as in August 
of the year before, below 3.60 from 
July 19 to August 6. 

- When the Division of Analysis and 
Research of the Federal Reserve Board 
made its second and chief investigation 
of the question of unfunded debts for 
the November issue of the Bulletin 
there had been considerable recovery, 
but the study was published or was 
prepared, just before the notable rise 
in sterling, in French francs and in 
lire that began about the time the 

"Conference on the Limitation of 
Armaments met in Washington. By 
the end of November, British pounds 
had rigen to about $4, and by Decem- 
ber 31 to 4.217, and by March to 
$4.40. 

Since March the advafice has pro- 
ceeded less rapidly, but has been well 
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sustained. There is no further talk 
of debasing the pound and British 
bankers express confidently their ex- 
. pectation that par may be reached 
before the close of the present year, or 
soon after the end of the year. 

With the exception of one or two 
items, there is no necessary conflict 
between the figures on the unfunded 
balance as given in the November 
Federal Reserve Bulletin and carried 
forward to the end of the year 
and other studies of the subject, for 
the reason that the Bulletin has not 
attempted anything further than an 
appraisal of known facts with such 
invisible items as had long been esti- 
mated as offsetting the balance of 
trade, such as tourists’ expenditures, 
relief contributions, emigrants’ re- 
mittances, etc. concerning which 
enough information could be obtained 
upon which to base estimates. As 
already stated, it appears that the gold 
imports, the known investments of 
Americans in foreign securities, and 
the invisible items included in the 
Bulletin’s figures have somewhat over- 
balanced the excess of exports over 
imports for several months, but for 
more than a year imports have been 
slowly increasing while exports (in 
value at least) have been decreasing, 
so that this change alone is not enough 
to account for the very pronounced 


and well-sustained rise in sterling and: 


in the principal allied currencies. 
The conclusion seems inevitable that 
no such recovery could have been 
made if there were still an unfunded 
balance due the merchants and bankers 
of this country as great as three billion 
dollars. 

'That there was such & balance in the 
summer of 1920, when the Federal 
Reserve Board first undertook an 
investigation of the subject, I have 
no doubt. "Liquidation had scarcely 
begun at that time, and Dr. Anderson 
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was doubtless also right in attributing 
a large share of the overextended 
condition of banks in the financial 
centres to the efforts of our exporters 
to carry this balance. Whether it 
could have been cut down so much as 
Professor Williams estimated by the 


` beginning of the year 1921 seems more 


than doubtful, but that liquidation 
and invisible offsets had by that time 
become well started is reasonably 
certain. The Federal Reserve Bulletin 
has suggested that speculative pur- 
chases of foreign currencies may have 
been a large item and has also sug- 
gested that American exporters have 
doubtless charged off considerable 
losses. It seems probable that the 
major depressions of exchange mark 
periods when our people were seeking 
to convert foreign balances into dollars 
and that exchange recovered when 
most of the conversions had been made 
and losses wiped out. Some very 
large American exporters are known 
to have taken considerable losses in 


this way. They sold in terms of 


foreign currencies, and found them, 
when payments became due, con- 
siderably depressed, but, when re-« 
covery was delayed beyond their 
expectations, they finally bought dol- 
larg and took their losses. Very large 
losses are also known to have been 
charged off by some of our bankers. 
It ghould be remembered always 
that even if the balance of trade were 
actually against us, European ex- 
changes would not be at their old gold 
pars. The principles laid down in the 
well-known Bullion Report of 1810 
with regard to the effect of irredeem- 
able paper currency on exchange still 
govern. With the English budget in 
balance and British prices about as 
low as ours, sterling might be nearer 
the old par than it is now if there were 
po unfunded balance due us, but it 
cannot go to par until the paper 
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currency of England is actually and 
freely exchangeable for gold. 


RESTORATION OF THE EXCHANGES 


Predictions as to the future course 
of exchange are rather hazardous, 
however. As already mentioned, there 
were British economists and bankers 
who declared no longer ago than last 
fall that the pound sterling could never 
recover, or that its recovery could not 
be attained without a ruimous decrease 
of prices, and that it would be better 
to stabilize it at about 8.65 or 8.70. 
There has, in fact, been a considerable 
decline in prices in Great Britain and 
that decline has been doubtless a lead- 
ing factor in the recovery of sterling 
and also in the recovery of Britain’s 
export trade. 

No longer ago than April 1 the 
editor of the Economic World, whose 
articles are always worth reading and 
usually sound, predicted that “по 
person now living will ever see the 
value of the present French franc of 
actual currency normally and regu- 
larly equal to one-half of that of the 
gold franc established by law as the 
monetary unit of France.” At the 


time that was published the French ' 


franc was quoted at about 9 cents in 
our currency. It had been as low as 
5.79 in 1921 but had recovered to 8.18 
at the end of December. Within a 
little more than two weeks after Mr. 
Marsh made this prediction, French 
francs sold at 9.374, and had little 
more than a quarter of a cent to go to 
reach half par. They have since fallen 
back, but I see no reason why they 
should not again continue to advance, 
if France makes progress towards bal- 
ancing her budget. They are not 
lower now than our Civil War green- 
backs were at one time, and complete 
restoration does not appear impossible, 
though it may take a considerable 
number of years. н 
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I am not going to undertake to 
estimate just how great an unfunded 
balance may still be due to the mer- 
chants, bankers and corporations of 
America. They had a severe lesson in ' 
1920 and have since then preferred a 
diminishing business for which pay- 
ment was reasonably sure in dollars. 
It appears also clear that they have 
for many months been collecting or 
funding in some way, or charging 
off, debts due them. I believe that 
investments in real estate in Europe 
and in the shares of European enter- 
prises have been a very large offsetting 
factor. Professor Williams states in the 
May number of the Quarterly Journal 
of Economics that foreign investments 
in Germany since the Armistice have 
been estimated at nearly $250,000,- 
000, and it is well known that Ameri- 
cans have been large investors not only 
in German property, but in Poland, in 
Italy and in the states which formerly 
made up the Austrian empire. This 
item of foreign investment, with the 
widespread speculative purchases of 
foreign currencies, might easily have 
amounted to a billion dollars. 


CONFIDENCE TO PRECEDE CREDIT 


The debts of individuals in Europe 
to individuals and corporations in 
America, at any rate, cannot at 
present, I believe, be so large as to 
present any insuperable bar either to 
the restoration of the exchanges that 
seem within reach of restoration or to 
the stabilization of exchange with 
countries where inflation of paper 
currencies has reached a point beyond 
*the possibility of restoration. Fluctua- 
tion of exchange, due to inflation, is 
annoying and introduces a very un- 
desirable element of speculation into 
foreign trade. An irredeemable paper 
currency even if not constantly ex- 
panded is subject to chanwes of value 
from political and other causes not 
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related to trade balances or inter- 
national debts. Our Civil War green- 
backs went up or down in value in ac- 
cordance with the fortunes of the Union 
armies, and later with relation to 
policies under discussion in Congress. 
The depreciation of some European 
currencies has undoubtedly been in- 
creased by the instability of some 
governments or by socialistic policies. 
Confidence, as Secretary Hughes has 
well said, must precede credit. Given 
good government and balanced budgets, 
something could doubtless be done in 
the direction of stabilizing exchanges 
between countries having an irredeem- 
able paper currency and countries on a 
gold basis. It would probably be in 
the nature of recognition for fixed 
periods, or in some cases permanently, 
of new pars around which fluctuations 
could be controlled within something 
approaching normal limits. 
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No outside or international attempts 
at "stabilization," however, could per- 
form miracles or take the place of 
the necessary internal conditions and 
efforts in each country. Stabilization 
of exchanges between the United States 
and the neutral countries, whose cur- 
rencies are not greatly depreciated, 
such as Holland and the Scandinavian 
countries, seems within reach on the 
former gold par bases, and foreign trade 
would doubtless be benefited by such 
control of fluctuation as might be in- 
stituted in other cases, but so long as 
our own currency is sound and our 
prices attractive and so long as the 
pound sterling continues to maintain 
itself at a point so near par, with 
francs and lire showing progress, it 
can hardly be said that the continuance 
or recovery of our foreign trade are 
really dependent upon any such stabil- 
izing measures. 
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America and the Debts of Europe 


By Jonn Е. Sincar 
President, John F. Sinclair Company, Minneapolis, Minnesota 


N the tragic years from 1914 to 1921 

inclusive, four great changes oc- 
cured in American finance as follows: 

1. American exports exceeded im- 
ports by more than twenty billions of 
dollars. 

2. Forty per cent of the gold coin of 
the world lodged itself in America’s 
strong box. . 

8. America changed from a great 
debtor to the greatest of creditor * 
nations. 

4. America broke her century-old 
tradition of national isolation, sent two 
millions of men three thousand miles 
across the sea and spent fifty billions of 
dollars doingeit. 

Now, in addition to between three 


and four billions of dollars owing to 
corporations and individuals in Amer- 
ica, 'eighteen countries of Europe owe 
to the Treasury of the United States, 
the stupendous sum of more than 
eleven billions of dollars—eleven thou- 
sand millions. 

Thecountries owing and the amounts, 
8s of April 1, 1992, are given in the 
table on page 86. 

These amounts are so large, so vast 
and so difficult to grasp that they can- 
not possibly mean anything concrete 
to any of us except perhaps by way of 
contrast or comparison. 

For this vast sum, & high school 
costing one million dollars could be 
Built in every one of the three thou- 


THAE ANNALS OF THE AMERICAN ACADEMY 


86 





100°9#?'9/8°1@ 


100°988°ё1 
000°000°005 
000'688 
000'896'6 
000°¢ 


000'002'6 
000'8f*6'F05 
000'000' 4 
000°585'708 
000'LI9*890 
600'081'9T 
oo0'vol'0 — 
000'85$ 19 
000 9 *4'1$ 























115498198118 | 188'090'€8I'I$ | 088'018'SAT'OTé 
984'018'49 989'190'0 091°$ет“19 
1$5'091“855 *96'899'08 16510961 
07560907 971'088'$ *07'851'08 
L90°S18‘8F1 Y1v'669'61 889‘059‘98Т 
0626179 %91%867 869'186'* 
LES BE 815 600°95 
966 BLII 600‘09$ 185°58Т“9 
58/'816‘088°Т | 564'645'505 020°F80'F80'T 
009°L88'T с $88'999'T 
000'000'91 000`000‘9Т 
57/'167‘949°$ | $94'6L1'609 000‘81S ‘991 F 
LEB'ISO'LIL'S | LEG'LIG'LSE 000'701'098'8 
$80'900'6 991864 956'185'8 
141569 °9Т $00'969'T 9%1:666%Т 
669'858“50Т 994'891'11 *$8'691'16 
066'995'02* 869'669'6* 863 'F99LLE 
095'667*9 59809 116'390°75 
GOH LEL‘SIS BFO LLT'IG A16'696'119 
70р], pasou] от 
591835 PAUL] оз Яшмо 3491 











meL 

009'26 'o' 91995 
000'0g*'8 +з» ж so бу б ох 315917 
оооп qom e wueumoy 
000071 "ado c] ae] a] |] | nog] в » РАО 
009 “Brea 
000‘0F - чат 
00096 АУТ 
000031 BEL 
$9108 MET POI "rm Атон 
886 ТУ DNI" 999315) 
1$8'Т5Т . wo . + ssassn s‘ вш 19915) 
699218 Нин rm 
689'95Т ve + bee + о +++ "риа 
000'85 ” чшофў 
Q0$'99 '"TTSAO[G-O(992C) 
00f'T1 "штир 
00018 ° - ету 
00008 `+ umouiiy 
t2 ту fujunop) 











061 ‘I 'IudV 'AH/ISVHILL SALVIS AALINA GAMO SIAGA аму SNIMO SSTHILNOOO 


AMERICA AND THE Depts oF EUROPE 


sand counties of the United States, 
every irrigation project in America now 


held up for lack of funds could be com-’ 


pleted, one hundred fifty thousand 
homes, costing $8,000 each, could be 
built and paid for—and still the un- 
thinkable sum of two billion five 
hundred millions would be returned to 
the Treasury of the United States. 

This sum of eleven billions of dollars 
is equal to two-thirds of the total debts 
of all Europe in 1918. It is more than 
were the combined national debts in 
1913 of Belgium, Germany, Greece, 
Hungary, Italy, Japan, Netherlands, 
Roumania, Serbia, Norway, Sweden, 
Switzerland and Turkey. It is more 
than were the combined debts of 
Russia, France and Great Britain in. 
the same year. 

This. European debt to America 
would ‘more than equal the total as- 
Sessed valuation in 1921 of the real 
estate in Connecticut, Maine, New 
York, Rhode Island, Vermont, Mary- 
land, Minnesota, Iowa, North Dakota, 
South Dakota and Nebraska, and there 
would still be $400,000,000 left over 
for good measure. 

This vast sum of eleven billions is 
equal to $100 for every man, woman 
and child in the United States. 

Perhaps we can better understand 
by example what the interest at five 
per cent alone on this vast sum means. 

The forty largest cities in America in 
1921 had a school attendance of 
2,788,861 pupils. The total cost of 
these schools, including salaries, in- 
terest on bonds, operation and main- 
tenance, was $161,270,884—or in- 
terest charges for one-hundred and’ 
twenty-two days on the amounts these 
eighteen nations owe us. Again, the 
University of Pennsylvania is а very 
rich university with an endowment of 
nearly thirty millions. Each year the 
interest iteras on the European debt to 
us would endow twenty more state 
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universities with equal amounts. The 
physical plant of the University of 
Michigan costs $8,000,000. For the 
interest for one year on this vast sum 
owing to us, such a plant and equip- 
ment could be constructed in every one 
of our forty-nine states and in addition 
a hospital could be built in every one of 
the one-hundred largest cities in Amer- 
ica, costing an average of $1,000,000 
each, and still fifty millions of dollars 
could be turned back into the Treas- 
ury of the United States. 

Such figures, then, represent the Eu- 
ropean bookkeeping debt to the United 
States. The people of the United 
States are thus faced with one of the 
most tremendous economical and finan- 
cial problems ever given them to meet 
since they became & nation. What 
are we going to do about these debts? 

I wish to discuss this question of 
“America and the debts of Europe,” 
from three points of view as follows: 

1. From the standpoint of those 
who demand that these debts be paid 
to America dollar for dollar. 

2. From the standpoint of those 
who think that these debts should be 
cancelled entirely. 

8. From the standpoint of those 
who think that these foreign debts 
should neither be paid as other debts 
are paid, nor cancelled altogether. 


Waar Tue “Par-Ure” Росту Мелмв 


There are many Americans, careful 
and sincere, who insist that America 
be paid, dollar for dollar, the principal 
and interest of the debts now owed 
by these eighteen European nations. 
These people insist that a contract 
entered into by a nation is sacred; 
that we loaned this money to these 
nations with the express understanding 
that it was to be repaid. No nation 
has suggested otherwise. They are 
debts of honor and there must be no 
quibbling as to the basic fact of the 
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obligations themselves. The money 
was raised under great pressure and by 
tremendous effort, and the people con- 
tributing to the American Liberty 
Loan drives were told that the money 
being loaned to the Allies would be 
paid back and that taxes, therefore, 
would not be raised to take care of that 
part loaned to the Allies; our European 
debtors would take care of their obli- 
gations. These facts were clearly 
understood by everyone and, as Mr. 
Frank Vanderlip says, these debts, 
"were unequivocal obligations to 
repay.” \ 

This is the opinion of those who de- 
mand full repayment of the debts of 
Europe to the United States. Let us 
therefore analyze the position of those 
who thus believe that Europe should 
pay us dollar for dollar. 

The average man believes that if the 
European governments pay these 
debts to the United States, the burden 
of his taxes will be reduced. The 
United States has a bonded debt 
of approximately $25,000,000,000, of 
which about $11,000,000,000, as stated 
above, represents loans to European 
governments. The government of the 
United States may or may not re- 
ceive interest on its European debts 
but it must pay interest on its qwn 
obligations. Therefore is it not true 
that, if the European nations pay us 
what is due, taxes would be reduced by 
the total amount of the payments? 
Can we not figure eventually ‘on 
liquidating eleven billions of Liberty 
Bonds by receiving an equal amount 
from our European debtors? It looks 
to the average man like a very simple 
question of adding and subtracting 
figures. It would at first seem so, but 
is it so simple? 

Tf one nation owes to another nation 
100,000,000, the debtor nation can 
balance its account either by sending, 
to the creditor nation $100,000,000 in 
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gold, if she has it, or by sending an 
equal amount of goods or services for 
which the debtor nation receives 
credit on the national books. There 
are no other ways known to square 
amounts and keep the books in balance. 
If we insist on payment we may then 
ask, can Europe pay us in gold? 


IwPRACTICABILITY OF PAYMENT 
In Gor» 


In the figures given in the table on 
page 86 the total gold reserves of the 
eighteen European countries owing u3, 
amount to less than 16 per cent of 
their debts to us. In other words, if 
Europe settled her debts to us in gold, 
she could pay only sixteen cents for 
every dollar owing. If these eighteen 
European nations could secure all the 
gold coined in the entire world, outside 
of what is now ‘within the United 
States, they could pay us less than 
fifty cents on the dollar, on these debts. 
If these eighteen European nations 
secured all the gold coined since 
Columbus discovered America in 1492, 
and not now held within the United 
States, they could not pay us in full. 

No, the shipment of more gold to 
America to pay these debts is neither 
practical nor workable. We need 
therefore not take the time to discuss 
the effect which more gold import into 


. the United States would have on our 


decreasing trade. A nation’s foreign 
obligations must be met in lieu of gold 
by either goods or services. The War 
caused Europe to lose nearly all its 
“service” charges, such invisible serv- 
jce charges as tourist credits, freight 
credits, foreign bond interest credits 
and remittance from abroad credits. 
So Europe is forced to make up her 
favorable trade balance to us by selling 
to us more goods than we sell to her. 

The best financial students of this 
problem agree that it would require an 
excess over imports between these 
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European debtors and the United 
States of about seven hundred million 
dollars annually to meet the interest 
charges alone on their obligations and 
if we may assume that the debt which 
now amounts to approximately four- 
teen billion dollars—including total 
obligations to the United States govern- 
ment and others due to citizens in the 
United States—is to be paid off in forty 
years, another three hundred million 
dollars of additional imports would be 
required for the sinking fund or a total 
of one billion dollars. In other words, 
the United States would be required in 
squaring only this European debt sit- 
uation to us to take one billion dollars 
per annum in European imports in 
excess of our exports. 

Europe’s hope of establishing eco- 
nomic equilibrium is to secure by ex- 
cess of exports over imports surplus 
bills of exchange on the United States, 
which can be used in squaring her 
present unfavorable balance, adding 
this billion annually as well, for 
let us understand that this extra 
amount has not been included in the 
trade balance calculations, except, per- 
haps, in its psychological effect. 

Let us be very clear about this 
matter. 
the first instance by America’s selling 
goods to Europe. They can be paid 
only in the same manner—by our 
European debtors’ selling as much to 
us as we have sold to her. In other 
words, national accounts must be 
balanced the same as individual ac- 
counts. Jf we compel Europe to use 
her export of goods to square accounts | 
on obligations now owing to us, we" 
must understand that she cannot, in 
the very nature of things, use those ex- 
ports over again in buying present and 
future goods from us. We cagnot eat 
Europe's cake &nd have it too. Look 
at the fighres showing America’s 
dwindling trade during the past twelve 


These debts were created in ' 


months—a drop in exports from 
$8,080,000,000 to $4,879,000,000. Add 
to that, Eyrope’s small present pur- 
chasing power, growing smaller every 
month, owing to the present unfavor- 
able trade balance, and one cannot 
but feel that the situation 1s & most 
critical one. Perhaps we too can force 
the issue es the Allies have in the case 
of the impossible reparations, but the 
results in demoralized exchanges 
throughout all Europe will be similar 
to that which occured to the German 
mark after the first reparation pay- 
ment was made in gold by Germany, 
when the German mark dropped in 
ninety days from 100 to 210 marks for 
a dollar. 


MENACE TO America’s 
Export TRADE 


If America compels Europe to settle 
for these past debts in the face of her 
present difficult unfavorable balance 
of trade as the “pay-up” advocates 
demand, naturally America’s export 
trade wil dwindle almost to zero. 
If we insist on payment, it will not be 
consistent or logical to set about erect- 
ing high tariff walls to protect ourselves 
from such. an influx of goods, for it will 
only be by admitting such goods that 
Eurppe has any hope of repaying. 
We must admit the goods and accept 
the consequences. 

The decreased purchasing power of 
Europe from 1919 to 1921 inclusive 
has a very vital relationship to the 
present agricultural depression in 
America. For instance, ір 1919 Europe 
purchased 332,000,000 pounds of beef 
from the United States but only 
21,000,000 in 1921—about one fifteenth 
as much. Europe purchased 1,238,- 
000,000 pounds of bacon in 1919 but 
only 489,000,000 in 19%1—about one- 
third as much. What happened? 
The American live stock industry 
became demoralized and the value of 
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her live stock, approximately the same 
number of head, dropped from $8,800,- 
000,000 in 1919 to $6,200,000,000 in 
1921—a loss to the live stock industry 
of America of about $76,000,000 for 
each month of the entire thirty-six 
months—a total loss of $2,600,000,000 
to the live stock industry in America 
alone. 

Again, let us take the case of the 
small-grain farmer, he who raises 
wheat, oats, barley, rye and flax. 
Based on the official government 
figures for 1921, a drop of one cent in 
the price secured for our foreign small 
grain surplus, would mean a loss of 
$4,800,000 in Europe but a loss in 
America of $42,569,000, for the drop of 
one cent abroad drops also the price 
paidin America. Although the Ameri- 
can small-grain farmer sends abroad 
only about one tenth of his total crop, 
the price of grain in America is de- 
termined by the price paid in the 
world market. А ten cent drop abroad 
in all cereal prices in 1992 by reason of 
the further dwindling of European pur- 
chasing power, would result in a loss of 
$425,000,000 to the American small- 
grain farmers. 

I want to make this point especially 
clear. Under such a financial sinking, 
neither Europe nor Ámerica is being 
helped, for, while to America the loss 
is heavy and impressive, still to 
Europe the loss, based on American 
prices, is even more disastrous—for her 
purchasing power is contracting faster 
than the American values are drop- 
ping. We are not discussing losses 
in Europe at this point other than 
financial losses. Those losses now 
taking place by reason of the lower 
standards of living, starvation, suffer- 
ings, diseases and famine are not cal- 
culated. From these America has 
not seriously suffered but, financially 
speaking, it is a situation where both 
creditor and debtor nation suffer from 
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the same malady but not to the same 
degree. 

We have already shown that the 
losses to American live stock dur- 
ing the past three years have been 
more than two and one-half billions of 
dollars and we have shown that the 
drop of ten cents in Europe in the 
price of small-grain surplus would 
mean nearly a half billion dollars a 
year to American small-grain farmers. 
The inference is therefore clear that, 
if a policy undertaken by the United 
States results in further decreasing the 
purchasing power of Europe in such a 
way that our national income shrinks 
more than the amount of interest 
received by us, say, seven hundred 
million dollars a year, the nation as a 
whole would lose more than it gained 
by undertaking such a policy. What 
advantage is gained if taxes are cut 
seven hundred million dollars and the 
national income paying such taxes is 
reduced by more than seven hundred 
millions. 

In other words, if the present 
American depression, which has re- 
sulted in widespread unemployment 
and enormous goods-value losses has 
been caused in a great measure by 
these two factors of Europe’s fast 
decreasing purchasing power and, from 
Europe’s standpoint, America’s fast 
increasing prices, how much’ more 
serious would the problem be in in- 
creasing still further goods-value losses 
by adding this further mountain of 
debt of from five hundred to one 
thousand million a year, to be paid, as 
ewe have already shown, in the only 
way Europe can pay—by goods? 

It is not contended that certain 
classes would not be benefited by this 
*pay-tp" policy. People on salaries 
and fixed incomes, who have steady 
work and who, are little, affected by 
financial depressions, would probably 
have tax relief by the payment of 
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European debts. Buttomanufacturers, 
farmers, and business and working 
men, increased unemployment and 
goods-value losses would be enormous. 
These great classes of our population, 
by far the largest percentage, would 
have their taxes reduced, but their in- 
comes would be immeasurably more 
reduced. 

We are therefore forced to the con- 
clusion that to insist on payment of 
these debts owed to the United States 
Treasury by these eighteen European 
countries would be a financial mistake 
and a strategic calamity. To force 
these European countries to pay dollar 
for dollar what they owe to us, would, 
in my opinion, not only accelerate the 
present tendencies towards economic 
disintegration in Europe but would 
likewise be the cause of a vast injury 
to America and her people. 


Tue Раовтим ок CANCELLATION 


Let us turn now to the point of view 
of those of us who favor the cancel- 
lation of all of our European debts at 
one grand stroke. If these debts, for 
reasons stated above, should not be 
collected even if our European debtors 
were willing and able to pay, why 
should they not be cancelled altogether. 
This is our next problem. 

The internal debts of Europe, ac- 
cording to the figures compiled by the 
International Finance Conference held 
in Brussels in June, 1920, increased 
from 17 to 157 billions of dollars, an 
increase of nearly nine hundred per 
cent. The external debts, that is 
those owing to one nation by another, 


increased from practically nothing to" 


more than 25 billions. 

From the standpoint of international 
affairs there is a vast difference be- 
tween internal and external, debts. 
A government within its own borders 
is master antl supreme. The internal 
debts may reach unthinkable sums in 


the aggregate but, so long as the 
government has power to issue more 
paper money from a printing press, it 
can, without apparent embarrassment, 
continue to pay interest and pay off 
or refund principal obligations. Econ- 
omists and international financiers 
have given, in my opinion, all too little 
study to this subject of internal debts, 
especially as to their effect on un- 
balanced budgets which result in de- 
moralized and disorganized trade. In- 
flation, the printing of unlimited paper 
money to meet expenses not met out of 
taxation, is a malignant growth, 
dangerous, treacherous and fatal to any 
society or any government using it. 
It destroys the lives, the liberties and 
the property of peoples and it always 
works the same way. Its law is immuta- 
ble. It is Europe's most terrible scourge 


‚ today. Listen to what Professor 


Cassel of Sweden has to say on this 
subject: 


What a prolonged inflation means, 
should at this moment be clear to every- 
body. It means a progressive falling to 
pieces of all organized economic life and of 
the moral forces which are its foundation— 
actual starvation for large classes of the 
population, growing social umrest and 
ultimately the complete catastrophe when 
the food producers altogether refuse to take 
the depreciated money paper in exchange 
for their products. If anybody still believes 
this forecast to be the exaggeration of a 
pessimist, he has only to lay before himself 
the map of Europe: all the successive stages 
of the inflation are there represented si- 
multaneously; England, Italy, Germany, 
Austria and Russia, showing some typical 
milestones on the downward road to the 
ultimate catastrophe. No country that is 
gliding on this slope can feel itself safe 
from unexpected consequences, nor can 


‘Europe as a whole regain security and 


strength as long as any important part of it 
is involved in this most pernicious process, 


. These words, quoted from one of 
Europe's great students, are full of 
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warning and wisdom to every nation 
in Europe. A capital levy on the 
property of all citizens to square the 
national accounts is a vastly wiser 
policy. Paying interest on internal 
debts of over 157 billions at the 
rate of 5 per cent per annum—or 
$650,000,000 a month—by using the 
printing press and increasing inflation 
still more, has become not merely a 
local internal national problem but an 
international one and as such should be 
studied. 

But in our study we are particularly 
concerned with external debts, for 
Europe's debts to us are all of that 
character. Internal debts can be paid 
for by printing press methods but not 
so external debts. Such debts, as 
stated before, can only be paid by the 
debtor country with gold, which 
Europe lacks, or by an enormous ex- 
cess of exports over imports. 


CLAIMS FOR CANCELLATION 


Those Americans who champion the 
cancellation of European debts to us, 
do so because, in the first place, they 
maintain the Allies were engaged in a 
war in which from the beginning 
America had a common interest. It 
was vitally important that the war be 
won. The European countries yere 
borrowing money in this country to 
purchase large war supplies here and 
had been doing so long before we 
entered the War. Billions of dollars 
worth of goods were sold to them. 
We had made large profits and had 
sustained, after we entered the War, 
no great relative human Joss or mate- 
rial injury. America had come out of 
the War the richest and most powerful 
financial nation on earth, while Europe 
had emerged crippled, disorganized, 
discouraged, almost bankrupt. Why 
then should bankrupt Europe be com- 
pelled to pay rich America for ob- 
ligations incurred in defending from 


attack civilization itself, including 
American civilization? 

A canvass of financial leaders in 
Europe in the fall of 1921 points to the 
unanimous conclusion that general 
financial recovery is impossible in 
Europe unless means are found to ad- 
just first the problem of indemnity 
payments by Germany, which are in 
the nature of external debts owing to 
governments or people outside of 
Germany and second, that of inter- 
allied debts—the external ones. These 
two problems are very closely: related; 
one has a direct bearing upon the other. 
Н is difficult to discuss one without dis- 
cussing the other. Certainly one prob- 
lem cannot be solved марон solving 
the other. 

À recent ОКТ. A {о the 
writer from Peter Grossmann, Director 
General of the German Labor Unions, 
shows that the present reparations are 
sapping the vitality of the average 
German working man and that living 
conditions amongst the working men 
are getting worse and worse. Noth- 
ing but financial and social collapse 
seems possible. Mr. Grossmann de- 
clares that two years ago a working 
man could purchase a pair of shoes 
with the wages he received for one days 
work; now it takes the same man the 
equivalent of four days work to pur- 
chase a pair of shoes. 

Outside of France, Europe sees 
clearly that the present indemnity ar- 
rangements are impossible of fulfill- 
ment but so far no efforts to change 
them materially have been successful, 


. because the Allies think they would 


find themselves facing “а burden of 
external indebtedness as intolerable to 
them as are the existing terms of rep- 
arations to Germany.” The Allies 
seem unwilling to ease the German 
burden until they are relieved of the 
weight of the external débts which in 
turn is paralyzing their spirits and 
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crushing their ambitions. And so the 
world drifts on. 

Everybody now knows that both the 
indemnity and external debts can be 
paid only in goods. Such goods ex- 
ported by one nation come into com- 
petition with those of other nations 
somewhere. To export goods of an 
amount large enough in volume or 
value to square either of these two 
tremendous obligations, we have al- 
ready seen may mean, and in most 
cases does mean, larger losses to the 
nations receiving them than to the 
nations making the payments. 


Somm EFFECTS ок CANCELLATION 


Why not, then, cancel all European 
war debts, wash our hands of Europe 
&nd European troubles and come home 
to Àmerica where we belong. 

Professor Moulton in his recent 
book! declares as a result of his studies 
that “we may as well forget about 
stabilizing the exchanges unless repara- 
tions and allied debts are cancelled. 
From the standpoint of good business,” 
he continues, "United States should 
cancel European debts for we will 
merely be compelling European na- 
tions to resort to farther domestic in- 
flation and thus stil! further disrupt 
European currencies and exchanges 
even as German currency and exchange 
has succumbed under the recent 
pressure of the Allies for reparation 
payments.” 

Professor Moulton thus states con- 
cisely and well what will happen if we 
really force collection. Are there not, 
however, other serious factors in the 
situation? Let us understand clearly 
that, for the first time in American 
financial history, Europe instead of 
receiving from two-hundred to, three 
hundred millions a year interest, on her 
investments in the United States now 
finds that sh® owes to America in in- 


1 America and the Balance Sheet of Europe. 


terest items more than seven hundred 
millions annually. Its a new réle for 
America—that of a creditor nation. 
It is a responsibility she should take 
seriously. To cancel these, our first 
European. obligations, might act, and 
probably would act, as a boomerang to 
further investments by Americans in 
Europe for many years. Such a sit- 
uation could be very easily created for 
if Europe was to cast aside these debts, 
or if the United States government 
should cancel them, why should the 
American government or American 
capital expect better treatment in 
future dealings with Europe. №, 
Europe needs America to keep her 
credit. It would be a mistake to adopt 
any policy which might preclude fur- 
ther financial help to Europe on the 
part of either the American govern- 
ment or its citizens. 


CONSTRUCTIVE SUGGESTIONS 


There have been, during the past 
three years, other possible solutions of 
this problem suggested, somewhat dif- 
ferent from either the “pay-up” 
policy or that of total unconditional 
cancellation. 

Many generous-minded people be- 
lieve that the United Statés should 
use the great debt owing us as a lever 
to exact from Europe a definite pro- 
gram of action which these people 
think jhe governments of Europe 
should adopt. These people would 
cancel the debt conditionally, in re- 
turn for a guaranty that from now on 
these peoples and governments of 


„ Europe will agree to behave as civilized 


nations should. For instance, the 
first condition would probably be di- 
rected towards & reduction of excessive 
armaments and a readjustment of 
reparations. Has not Belgium in- 
creased her armament expenses from 
$13,110,000 in 1912 to $107,828,000 in 
1921, ап increase of more than 800 per 
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cent;? has not France increased her 
armament expense from $259,349,000 
in 1912 to $1,316,110,000,in 1920, an 
increase of nearly 600 per cent; has not 
Great Britain increased from $351,044,- 
000 in 1912 to $1,121,318,000 in 
1921, an increase of nearly 350 per 
cent? 

Why should we cancel just obli- 
gations to these nations, while such 
wild, extravagant fear-insurance is 
being raised from the toil and sweat of 
the suffering millions and spent to 
bolster up and make respectable that 
savage, soul-destroying creature called 
War, which debauches morals and 
bankrupts civilizations? 

On this point Professor Moulton 
says: 

United States is in a position to exert 
great influence upon Europe for the ac- 
complishment of ends desired. There 
should be no necessity for exerting pressure 
for the purpose of saving Europe from 
destruction. But so powerful is the grip of 
Europe on traditions, and so lacerated are 
the wounds of war, there is little hope that 
Europe will without some measure of out- 
side compulsion, adopt a coüperative pro- 
gram of reconstruction. 


This statement merely shows that 
people are still in the twilight zone 
somewhere between barbarism and 
civilization. They live on ambitions, 
fears, hates, jealousies and revenge. 
Otherwise, why is Franca today 
supporting with men and money 
the Turkish army while England 
backs the Greek army in the same 
struggle? 


Tae “Laver” Poricy ° 


America has been urged by many, 
both here and abroad, to use this 
"lever" method for the accomplish- 
ment of desirable ends. On first 

2From The Staggering Burden of Armamenti 


published by World’s Peace Foundation, April, 
1921, Vol. IV, No. 2, Page 219. 
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thought the “lever” policy appears 
desirable, but it would embroil us in 
European politics as well as in their 
finances, for these things are very 
closely allied in Europe—much more 
so than in America. For instance, 
should we back the French, who have 
made a treaty with the Turkish 
nationalist government under М. 
Kemel Pasha, or the British, who de- 
sire Greek supremacy in the Levant? 
Should we coóperate with France and 
Serbia in supporting the Pan-Slav 
movement in the Balkans, or Great 
Britain and Albanis, who fear and 
oppose such a movement? Should we 
support the French in backing the 
Loncheur-Rathenau agreement, or the 
British, who fear it? Should we favor 
Great Britain in granting & morato- 
rium of several years to Germany, or 
France who opposes it? Should we 
support France їп ег stand against the 
German-Russian treaty, or Britain 
who is inclined to support it? 

To appreciate this Anglo-French 
rivalry, we must understand this: 
It is a fundamental difference of 
economic situation which is at the 
bottom of many of the difficulties. 
If the differences of Great Britain and 
France in European policies grow out of 
the economic situation of each country, 
would not the American policy Бе 
likewise affected by our economic 
situation? For let us not forget that 
we in America are by no means unani- 
mous in our viewpoints on foreign 
affairs. In fact, there as many view- 
points in America as there are in con- 
fused Europe today. 

Are we ready and prepared to tell 
Europe what she should do and what 
she should not do? Have we reached 
a stage where it would be wise to do it? 
Could, we guide our peace ship through 
the rocky waters of European finance 
and diplomacy without disaster? 

Why could not France tell us, in 
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reply to our suggestion that she re- 
duce her army of 800,000, she would do 
so if we would protect and guarantee 
her against foreign invasion? Should 
we grant her such & request in return 
for an armament reduction or should 
we not? 

Again, let us take the matter of rep- 
arations. That problem is one of the 
most pressing and most urgent menac- 
ing the European social order. If the 
European countries proposed to reduce 
the German reparations by an amount 
equal to the allied debt to the United 
States, what would be our answer? 
Such a policy has been suggested on 
numerous occasions in England dur- 
ing the past year. But, after all, will 
not these European countries be forced 
to assume a more reasonable and a 
wiser attitude? Why should we be 
asked to pay a premium to Europe in 
the way of cancelling past debts, in 
order to force her to adopt a policy 
which it is to her best interest to arrange 
immediately. 

If we put Europe back into school, 
politically or economically speaking, 
and force her to do what America, as 
an inexperienced schoolteacher, de- 
sires, I believe we will find the compli- 
cations many and the task fruitless and 
hopeless—likely to result in discord 
and disaster. '- 

Another “lever” suggestion is urged 
by some who would cancel the debts 
in return for certain territories and 
special trade privileges. We have al- 
ready taken our stand on war gains, 
territorial or otherwise. We want no 
special concessions or special spheres 
of influence to develop in return for our 
cancelling our obligations, for it can be 
truthfully said that America’s one big 
contribution to world affairs hag been 
the policy of the open door and equal 
rights for all, as against the foreign 
policy of specfal privilege, favorable to 
a nation’s own citizens—a doctrine 
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filled with bitterness and strife and war 
for any nation that adopts it. 


Danaekrs or CONDITIONAL 
CANCELLING 


Can we not say without fear of 
successful contradiction that the policy 
of the conditional cancelling of debts is 
one which is filled with dangers grow- 
ing out of rivalries and bitterness of 
clashing nationalities and ambitions. 
Furthermore, it is a two-edged sword. 
Only recently the London Outlook 
brought forward another “lever” 
policy—in this case the lever would be 
used against the United States. We 
quote from this excellent publication: 


Germany shall be asked to absorb the 
whole body of the inter-allied debt. This 
amounts to sixty-five billion gold marks. 
Germany will, however, only be called 
upon to pay these sums if and when any 
Ally calls upon any other to discharge its 
indebtedness. It is further suggested that 
this country and France agree not to call 
upon any other allied government to pay, 
except in so far as America calls upon them 
for debt, or in so far as they themselves fail 
to recover from Germany other sums due. 
This means, in effect, that the European 
inter-allied debt is wiped out, and the total 
amount credited to Germany, provided 
Germany meets her reduced obligations, and 
provided also that America does not insist 
upon” collecting the twelve and one-half 
billion dollars (fifty billion gold marks) 
owed her by Europe. 

Since the details of the Treasury plan 
reached New York, we have received pri- 
vate cable advices from high financial 
quarters there, expressing their cautious 
and confidential endorsement. As regards 
America, the scheme is a psychological 

° masterpiece. There is no question of re- 
pudiation, nothing to which American 
politicians searching for votes can take 
exception: the liabilities of each nation in 
Europe to America remain as they are; 
but upon America now will rest the onus of 
disturbing world trade, and her own, and 
regarding the recovery of other nations and 
of herself, if she chooses to demand her 
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pound of flesh. Her people are too unin- 
formed to understand that it is in their 
- interest to cancel the debts; her bankers 
and “‘big business" magnates Ifave now been 
converted. They bid us have patience for 
a few years, until the political and economic 
education of the “ backwoods’ ’ has proceeded 


further. 


Are we prepared to accept the fruits 
of such a policy, so subject as you 
see to changing interpretation? The 
“lever” policy at first thought seemed 
reasonable, but would the American 
people care to assume such a position 
in the affairs of Europe? 

America today stands in the van- 
guard of civilization, the richest, most 
generous, most powerful, most in- 
dustrious, most productive of na- 
tions. This one hundred and ten 
millions of highly organized, widely 
educated people, blessed by nature in 
a thousand ways, possessing one-third 
of all the world’s wealth, with an in- 
come larger than that of the peoples of 
all Europe combined, has world-obli- 
gations and duties as well as world- 
rights and privileges. 

We have reached a position now in 
this discussion where we can say that 
for America to insist on the European 
debts’ being paid would be a grave eco- 
nomic mistake; to cancel the debts al- 
together unconditionally, while £ far 
superior policy, would very likely act as 

`a serious obstacle against further in- 
vestments by America in Eufope for 
years to come. We have seen, more- 
over, the complications likely to arise 
if we cancel these European war debts 
conditionally—using them as “levers” 
to gain certain ends desired by all 
forward-looking people. 

As we study more deeply along this 
question, it would seem as if we could 
safely champion any plan which (1) safe- 
guards national promises; (2) which 
does not weaken international relation- 
ships by repudiation or cancellatioh. 


PROPOSAL FOR AMERICAN 
DEBT Commission 


Probably one of the most feasible 
plans so far suggested, which in a 
fairly satisfactory way meets the ob- 
jections raised to the other methods of 
settling these debts, is that advocated 
by many distinguished Americans in- 
cluding Mr. Frank Vanderlip. Out of 
his broad experience and observaticn, 
Mr. Vanderlip has come to believe 
that the debts should be paid at the 
opportune time, but that all paymenis, 
both interest and principal, should be 
given over to the rehabilitation of the 
European economic organization. He 
would have the money so paid left in 
Europe instead of being brought to 
America to help swell our present trade 
balance still more, thereby throwing 
our economic organization still further 
out of joint. He would have this fund 
handled through an American com- 
mission, who would be prepared, after 
a careful and thorough study and sur- 
vey covering all the economic, social 
and financial possibilities of Europe, 


` to cooperate in an intelligent and help- 


ful way in the rebuilding of this war- 
torn and soul-weary civilization. 
Mr. Vanderlip says: 


I would like to see every dollar that can 
ever be paid to us by our debtors for years 
to come devoted to the rehabilitation of 
European civilization. It is only through 
the rehabilitation of European civilization 
that these debts can ever conceivably be 
paid. It is only through the rehabilitation 
of European civilization that America can 
ever conceivably realize in full measure her 
destiny or can expect a full measure of 
prosperity for her people? « + 4 w ж є ж 

The indirect returns (of the expenditure) 
would be enormous. There could he 
written а financial prospectus of what 
might he accomplished by the wise spend- 
ing of five hundred millions of dollars a 
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year which would be the most fascinating 
financial document that was ever prepared.‘ 


Such a commission as suggested 
would necessarily have very wide 
powers, and be composed of the ablest, 
wisest and most sympathetic of ex- 
ecutives, men of vision and men of 
action. The biggest men in America 
should be selected, for they would very 
shortly become members of the most 
important commission ever organized 
to meet the needs of a sick civilization. 
The survey of this commission would be 
complete, fundamental and exhaustive, 
covering such subjects as heglth, sani- 
tation, transportation, food production, 
hydro-electric development, education. 
As an example, if Austria needed hydro- 
electric development to take the place 
of the coal she lost, then in the in- 
terests of good business recovery for 
Austria the commission might spend 
fifty or a hundred or two hundred mil- 
lion there, taking a lien on the property 
improved, and in addition a general 
obligation of the Austrian government 
until the loan was repaid. 

‘This fund, under the direction of the 
commission, would be small at first, 
for probably few of the eighteen na- 
tions owing us could pay even inter- 
est, but as time went on the money 
would develop the nature of a great 
revolving fund, aiding the weak spots 
here and there and transforming de- 
spair into hope. This revolving fund 
would be loaned, for specific projects, 
only after a survey had proved them 
economically sound, wise and helpful. 
As each object was accomplished the 
money loaned could be returned and 
reloaned over and over again for other 
objects just as worthy. 

То those who favor a cancellation of 
the allied debts because Europe is 
neatly bankrupt, a question will nat- 
urally suggegt itself here. It is this: 
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“Tf our European debtors cannot now 
pay us directly, how will they be able 
to do it indirectly?” There is a very 
clear-cut economic distinction between 
a payment made directly to us in 
American dollars by these debtor 
nations and a payment made in such a 
way as to be left in Europe for her re- 
habilitation. As we have already 
seen, if Europe pays us seven hundred 
millions & year interest on past obli- 
gations, it only adds just that much 
burden to her already overburdened 
and lop-sided balance sheet, and its 
weight tends further to increase our 
money value and prices to our debtors 
and thus decrease our exports. 

But to suggest payment within 
Europe itself is a vastly different 
matter. We could be given credits 
in these several countries, which the 
American commission could use for 
expenditures for labor, machinery or 
other necessary materials. All efforts 
to aid would have just one object in 
view— European recovery economically 
and financially. 

‘In the great Mississippi Valley, 


from which I come, the most depressed 


class in that section now is the agrarian 
class—the farmers. Since they are 
overloaded with debt and not making 
expenses, it would be an easy matter 
to foreclose on their lands and compel 
them to seek newhomeselsewhere. But 
the wige creditor is codperating with 
the farmer, his debtor, and carrying 
him over in order that the debtor may 
repay when good prices and good crops 
return. Our problem is not helped— 
in fact, it is greatly aggravated—by 
demanding and forcing payment of 
interest. Instead, in thousands of 
eases, the creditor is loaning the 
debtor-farmer more credit in order to 
enable the debtor to remain on the 
farm, trusting that later things will so 
adjust themselves that the debtor’s 
capacity to pay will sometime return. 
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If we apply that same idea to present 
European debts we have a possible 
suggestion of America’s quty and des- 
‘tiny, a hard journey up the mountain 
of International Good Will. Has there 
ever before been presented to any people 
а romance in altruism or a challenge 
in world idealism on so grand a scale? 

Perhaps some will question the wis- 
dom, the temperament, the experience, 
of America to carry on such a colossal 
experiment, for experiment it would be. 
The genius and capacity for organ- 
ization which has been shown by 
America during the past eight years 
leads one to believe that America could 
do such work with vision, hope, in- 
spiration and success. The American 


is above all others a man of vast. 


organizing ability. ‘That he could sur- 
vey in a most fundamental way this 
whole field from the North Sea to the 
Mediterranean, fromthe British Islands 
to far away Eastern Russia, and at the 
same time codperate in the most hearty 
and sympathetic manner with the 
nationals of all countries, I do not 
doubt. р 

This whole program need not be 
under American supervision only. The 
special training, learning and culture 
of the ablest minds in Europe could be 
secured in the great survey made im- 
perative by the immensity of the task. 

This American debt commission 
could use such Europeans as they de- 
sired, who would fit into this whole 
arrangement in a helpful and generous 
way. 

Think of what could be done in 
Russia, now raising on an average of 
six hushels to the acre, with modern 
farm machinery and scientific methods. 
Think of what could be accomplished 
through establishing ^ agricultural 
schools all over Europe. Think of the 
food production stimulus which could 
be given to each country by sympa- 
thetic, intelligent coóperation and help. 


FURTHER POSSIBILITIES oF 
COMMISSION PLAN 


Such a plan is one of much merit 
and should be carefully studied by 
all thoughtful Americans. There are 
several suggestions which might be 
made with reference to the plan which 
have not so far been advanced. The 
first relates to interest charges on all 
debts, both external and internal. 
Interest charges are now sapping the 
lifeblood of Europe. A moratorium 
with eventual cancellation of all in- 
terest owing might hearten the people 
to pay the principal. It is certainly 
true that Europe cannot pay interest 
charges, mounting from 750 million to 
1 billion dollars a month, and expect to 
recover. This overhead charge on 
society is too much and cannot be met. 
This plan should be adjusted to co- 
operate in bringing a moratorium on 
interest, looking perhaps to a cancel- 
lation of interest later. 

Second, none of this vast fund 
should be used by the commission to 
support either directly or indirectly 
present war activities or “preparation 
for war” activities. America has made 
up her mind that the next step forward 
is to outlaw war, for she knows that 
civilization is otherwise doomed. 

Third, it has been suggested that 
when the League of Nations really 
becomes the important factor in 
European social and economic progress 
by taking into membership Russia and 
Germany, this American commissicn 
might be taken over as a department of 
the League, under certain definite con- 


" ditions. But now a League of Nations 


which leaves out of its membership 
two-thirds of the population of Europe, 
is a league in name only. How can 
Europe recover when the League of 
Nations has not officially recognized 
that greatest and most compelling fact, 
that the economic unity of Europe is 
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essential and fundamental to any 
recovery. 


› SUMMARY AND CONCLUSION 


And now to sum up briefly: We have 
found out that America is a creditor 
nation to eighteen nations in Europe 
to the extent of fourteen billion of 
dollars, of which eleven billion is owing 
by the several governments to the 
government oi the United States, and 
three billion to individuals in America, 
as distinguished from the government 
of the United States. 

We have found that Europe is 
recovering very slowly, if at all; that 
more than three years after the Great 
War Europe has done practically 
nothing towards paying either principal 
or interest on these obligations; that 
interest items are piling up at the rate 
of over seven hundred millions а year; 
that the payment could not be met in 
gold but only by goods or services; that 
Europe lost nearly all her "service" 
credits during the war, so she must pay 
her debts by goods; that if she pays her 
goods to square old accounts, she can 
buy just so much less present and 
future goods, a condition which would 
result for Ámerica in more unemploy- 
ment and goods-value losses; that 
America should, therefore, not require 
the payment of the European debt to 
us dollar for dollar, for it would injure 
us and still further debase the Euro- 
pean trade balances and still more de- 
preciate her currencies. On the other 
hand, we have seen that to cancel the 
debts Europe owes to us would very 
likely act as & deterrent to getting 
America into future financial dealings, 
a deterrent which might be a source 
of great embarrassment to Europe for 
many years. We have seen, alse, that 
to cancel the European debts con- 
ditionally might easily force an en- 
tirely new departure, of very uncertain 
nature, in our relation to European 


affairs, which might force us into 
numerous positions of embarrassment 
between adwerse and jealous groups. 
Finally, we have been forced to the 
position that we should favor any plan 
advanced which maintains integritized 
national promises, and which does not 
strain future international relationships 
by repudiation or cancellation. 

This, the American commission plan, 
which would have all payments made 
and left in Europe and used for the re- 
habilitation of Europe, attempts to do. 
Could any opportunity be bigger or 
grander? Could any nation desire 
more? Наз any nation since the dawn 
of history, been so favored with power 
to revive hope and good will and dispel 
insihcerity and cynicism as America 
today? 

I cannot close without saying a word 
to that American who believes we 
ought to leave European affairs alone, 
and let her work out her own problems. 
True, we can readjust ourselves and 
after a few years of hardship place a 
Chinese tariff wall about ourselves so 
high and so powerful that we can keep 
out the sorrow and hunger and poverty 
of Europe—the culture storehouse of 
the last five hundred years. The 
United States needs to import only a 
few necessary articles, coffee, tea and 
rubber. Аз а self-contained economic 
unit we could, I believe, live in com- 
parative comfort and ease. But do 
we want to do it? We compelled two 
millions of the finest boys that ever 
walked in line to go three thousand 
miles from home to fight, and we spent 


. fifty billions to accomplish our object. 


It was the first time in American 
history that American boys fought as 
Americans in a European war. We 
fought to make the world a better 
place in which to live. Can we drop 
that challenge now? Can we turn our 
back on Europe, when she is in danger 
of losing her economic life? Are we 
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going to quit or are we going to trans- 
late into action the abstract things 
called Justice and Good Will? It 
seems to me we must do the only thing 
to do, and that is to keep the fires of 
civilization burning. We must not 
let them die. We cannot play the 
part of the selfish rich man. Let us 
accept the call, proud of the fact that it 
is ours to receive, and as world leaders, 
rekindle thefires of hope and courage by 
showing, by our own example, that it 
is better to cure than to injure, better 
to love than to hate, better to coóperate 
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than to fight, better to give than to 
receive. 

It is my firm conviction that we in 
Ámerica can do our greatest service, not 
by demanding from our European debt- 
ors our pound of flesh by asking them 
to pay us back dollar for dollar in 
American money; not by cancelling 
the debt either conditionally or un- 
conditionally, but by letting each 
nation pay us in European credits at 
the appropriate time, to be used ex- 
clusively in repairing Europe, restoring 
her energies and renewing her vision. 


Пуег-АШед Debts and Reparation Payments as 
International Securities 


By ЕверЕвтск C. GoopENovaH 
„Chairman of Barclays Bank, Limited, London, England 


LTHOUGH it is now three and a 
half years since the Armistice, we 
are feeling that what has been ac- 
complished since then towards the 
restoration of Europe falls far short of 
what might have been done under 
conditions of closer world-coóperation. 
We have still at least three principal 
questions of supreme importance to 
Europe and to the whole world -which 
demand a speedy settlement, viz.: 

(1) Sound currency. 

(2) The modification and fixing of 
the inter-allied debts and reparation 
payments. 

(9) The method of payment of the 
reparations. 

There is, in the first place, the urgent 
need for a return to principles of sound 
currency on the part of those countries 
which have abandoned them from 
causes arising out of the War. We 
know that currency was invented in 
order to provide a means of exchange 
of such undoubted and widely rea- 
ognized value that it could be ac- 


cepted anywhere by a seller of goods 
because he could feel satisfied that at 
some later date it would be accepted 
as practically of the same value by any 
other seller from whom he might wish 
to purchase. Through this means the 
field of trade was developed and 
enlarged. 

The same principles apply today, 
although trade is now of vastly greater 
complexity, and currency has under- 
gone many changes from its original 
simple form. 

It seems to be clear that, where a 
currency consists of inconvertible paper 
money, its value will largely depend 
upon the rating of the credit of the 

„Country concerned, which falls as the 
volume of paper is increased. So 
much has been said and written upon 
the subject of sound currency, and of 
the ewls of a currency which is un- 
sound, that I do not propose to take 
up your time by what must necessarily 
amount to a great extent €o repetition. 
I would venture merely to reaffirm 
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that the first essential to the rehabili- 
tation of the currencies of certain 
countries is that of a balanced budget, 
and that this necessitates both the will 
and the determination on their part to 
make sacrifices so that internal reve- 
nue and expenditure may meet. Sub- 
ject always to those countries showing 
a readiness to play their part, there 
must also be such assistance from out- 
side in the shape of loans and credits as 
will enable them to tide over the inter- 
val until the essentials to a sound 
system of currency have been restored. 

The establishment of a fund abroad 
through loans and credits from which 
payments will be made either in gold 
or the equivalent of gold, would be a 
first step towards the reéstablishment 
of a currency with a ratio to an effec- 
tive reserve of gold or its equivalent. 
This plan of a ratio is now being fol- 
lowed in Great Britain, and by its 
means the ultimate return to a full 
gold standard for currency will eventu- 
ally be achieved. 

In the case of those countries where 
the currencies are in such a condition as 
to be beyond hope of once more being 
restored to their pre-war relation to 
gold, schemes of devaluation will 
doubtless have to be considered, but 
with the gradual improvement in the 
sterling-dollar exchange, and the pros- 
pect of further improvement, devalu- 
ation of sterling seems to be no longer 
a proposition that may have to be con- 
sidered. 


Tue PAYMENT OF THE REPARATIONS 


The second point to which I have. 


referred is that of the amount of the 
inter-allied debts and payments for 
reparations and indemnities due by 
Germany, and the third point isZhat of 
the method of their payment., These 
two points are so closely associated 
that they m&y be discussed together. 
‚І would venture to draw your at- 
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tention to my address to the American 
Chamber of Commerce in London on 
April 10, last. Ihave there endeavored 
to show by a comparison of figures 
representing pre-war trade and their 
application to the payment of interest 
and redemption of pre-war debts, and, 
on the other hand, to the amount of the 
war debts and reparations, how im- 
possible it is to expect that there may 
be such an increase of world-trade as 
will suffice to provide for the payment 
of these latter at the figures at which 
they now stand; and I have urged the 
reasons why it is in the interest of the 
whole world—and especially of Amer- 
ica—that there should be a reduction, 
and that the final amount should be 
fixed withthe least possible delay. Fur- 
ther than this, I have shown how desir- 
able it is that payment should be spread 
over as long a period as possible. The 
alternatives would appear to be a 
lower standard of living on the part of 
those countries by whom payment 
must be made, and a consequent 
reaction, upon America principally; 
since she is the chief creditor country; 
or, on the other hand, such enormous 
creation of credit as will inevitably 
produce a corresponding rise in prices 
throughout the world. 

gland will pay her debts in full, 
but it will be to the advantage of the 
world if England and America are in 
accord аз to the economic dangers in- 
volved in insisting upon payment by 
others to a degree which would be 
beyond their capacity to bear, except 
through their taking such steps as will 
alter their economic basis in relation 
to that of the rest of the world. 

In regard to the method of payment 
of such sums as may eventually be 
fixed upon, my address contains a 
suggestion that bonds should be issued 
by each debtor country, and should be 
handed to the creditor countries, who 
may in their turn use them for the 
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discharge of their own debts to any 
other creditors. This would involve 
an endorsement of the bonds, and the 
object of this plan would be to reduce 
to the smallest possible compass the 
amount of securities which would be 
required to pass between debtors and 
creditors, It seems to me that in 
this way dangers of inflation may be 
avoided, especially if my further sugges- 
tion for the endorsement of these bonds 
and their gradual issue, with the en- 
dorsement also of the issuing country, 
for subscription by the investing pub- 
lic wherever surplus funds may be 
seeking sound investment, can be 
adopted. ` 


InTERNATIONALIZED BONDS 


There is, to my mind, a great ad- 
vantage to be secured by this plan. 
We all know that stabilization of ex- 
change must primarily depend upon 
trade balance, but in pre-war times 
experience has shown how useful a 
part has been played in the adjustment 
of trade balances through the medium 
of international securities which have 
passed and repassed according to ex- 
change conditions between America 
and Europe and vice versa, with the 
effect of assisting towards stabilization. 
These securities would fulfil such a 
requirement. Many suggestions have 
been made as to the desirability of 
initiating some form of interngtional 
currency with precisely this object in 
view. Ido not myself see what better 
form of adjustment could be forth- 
coming at the present time than inter- 
national securities rather than an inter- 
national currency; and the utilization 
of the inter-allied debts and reparation 
bonds for this purpose; if their ultimate 
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payment is spread over a long period of 
years, would help to remove that dis- 
turbance of trade and exchange con- 
ditions which the direct settlement of 
debts between government and govern- 
ment would inevitably involve. 

These suggestions have been widely 
discussed, and one of the principal 
objections which has been put to me 
has been that the ultimate responsi- 
bility for principal and interest falls 
upon the endorsers of the bonds issued 
by Germany for the amount of her 
reparation payments. This is of 
course true, but my view is that if the 
reparation payments were duly agreed 
upon at a reasonable figure, and finally 
fixed, and the method which I have 
suggested were adopted—and especially 
that by which the bonds would find 
their home in the markets of the world 
—any practical danger which would 
involve actual disbursements by the 
guarantors would be reduced to 
minimum. So long as these bonds 
remain in the hands of the govern- 
ments, and so long as there can be any 
question as to their being of an amount 
which is reasonable or otherwise, 
there will continue the risk of their 
being used with political objects. 
There may be dangers that the interest 
payments, or the principal when it 
becomes due, may go by default, but, 
on the other hand, if once the amount 
is agreed upon and finally settled, and 
the bonds become internationalized in 
the way in which I have suggested, and 
held by the investing public, it seems 
to me that all such risks would be 
avoided, and the carrying through of 
“such an operation would in itself be in 
the nature of a guaranty that Ger- 
many would pay. ` 
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Appendix 


Excerpts from an address, "Some Aspects of the Problem of tthe Inter-Allied Debts and Rep- 
aration Payments,” delivered by Frederick C. Goodenough to the American Chamber of 
Commerce in London 


WISH to draw your attention to 

the figures contained in Tables A 
and B, which give the distribution of 
indebtedness and also the amount due 
from each country to each, besides the 
internal debts, so that you will see from 
the Table upon which countries the 
burden falls most heavily both as 
regards the total and as regards the 
amount per head of the population. 

The amounts due to each country 
are given in the currency of that 
country. You will understand how 
dificult it is to make an effective 
comparison, because of the constant 
fluctuations in Exchanges which affect 
the value of the Currencies shown in 
the Table. There is also the difference 
between the internal and external 
value of a currency, and besides that, it 
must be borne in mind that any in- 
crease or decrease which may be made 
from time to time in the volume of 
paper currency in any one country, 
tends to complicate the position still 
further, by altering price levels, and 
therefore also the burden of debt. 

To summarize quite briefly, you will 
see that the total due for Inter-Allied 
Debts is about £4,000,000,000, and 
this with the Reparation Payments 
(£6,600,000,000), makes a total of 
about £10,600,000,000. This figure 
includes what is due from Russia. It 
does not include the amount of debt due 
by each country to its була people for 
war expenditure nor does it include the 
amounts due to Great Britain from the 
Dominions and Colonies forming parts 
of the British Empire. 

There is also left out of the Table, 
the debt dug from the smaller allied 
countries which took part in the war, 
such as Serbia, Rumania, Portugal, 


and certain non-European Powers. 
The amounts in these cases are not 
really large and the consideration of 
them is not required since they do not 
materially affect the world’s economic 
problem. 

I would particularly draw your 
attention to one fact relating to the 
debt of £952,000,000 from Great 
Britain tothe United States of America. 
This amount was borrowed from 
America after she entered the war and 
during the same period a somewhat 
larger sum was lent by Great Britain 
to the Allies in addition to that which 
she had already lent to them before 
that period. It is important to note 
that if Great Britain had not lent this 
sum to her other Allies, it would have 
been unnecessary for her to have 
borrowed one penny piece from the 
United States of America. 

Everyone will agree that through 
the action of Great Britain, America is 
in a better position than if the money 
had been lent by her directly to the 
other Allied countries. 

I*do not, however, wish to suggest 
that Great Britain should not pay this 
debt of £952,000,000, for which she 
made Herself liable. Indeed, my view 
is, and always has been, that Great 
Britain, will inevitably pay her debts 
in full, even though they were incurred 


'on behalf of others, but 1 feel that in 


such a case as this America should not 
press us, but should give ample time for 
payment, and should lend us a friendly 
hand in the matter of interest, by modi- 
fying the rates in the early days whilst 
we are still finding it & hard struggle 
to cope with the financial obligations 
which we have incurred through the 
part which we played in the war. 
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e TABLE A 
Dast то ÁLLIES* Approximate 
Country | (in the currencies in which| Sterling 
Unit of | Pre-War contracted) equivalent at 
Currency | Debt current rates 
Millions Millions Millions 
IU 5. А........... 8 1,028 23x fva 
United Kingdom £ 706 To U.S.A.... $4,108 952 
Franee .......... Frane 88,687 То U.K. ... £557 1.922 
* US.A... $9,851 : 
Italy а о travis Lira 15,281 To U.K..... £477 854 
* US.A.... $1,648 
Russia Rouble 8,846 To U.S.A.. . $103 
e BAG usu £561 725 
“ France. frs. 5,755 
Belgum......... Franc 4,027 То О.К. ... £108 
“ U.S.A... $375 9581 
* France. .frs. 3.027 
£4,105 
Reparation Payments 
(Gold) .... ..... .... 6,600 
£10,705 





* Excluding external debt not due to Governments, debts due to certain Colonies and Dependencies 


and other minor debts. 


T The Belgian Debt is subject to special arrangements with the Allies. 


1 Excluding other than Federal Debt. 

6 

Nor do I suggest that Great Britain 
will refuse to remit some portion of 
what may be owing to her by her 
European Allies or by Germany unless 
the United States of America also 
make some remission in respect of some 
part of the debts which are owed to 
that country. I believe that Great 
Britain will act in this matter accord- 
ing to her own judgment as to what is 
sound or unsound. 

Notwithstanding, however, it would 
be for the common good of the world if 
Great Britain and America should 
come to an agreement as to the ecb- 
nomic aspect of the problem. 


Reverting to Table A, the amount 
of the Inter-Allied Debts is about 
£4,000,000,000, and the amount of the 
Reparations Debt from Germany is 
£6,600,000,000, the two making to- 
gether a total of about £10,600,000,- 
000. You will not forget that these 
debts represent purely Government 
indebtedness, and do not include the 
great volume of commerical debt, or 
debt not incurred directly between 
Governments. Table B is an en- 
deavour to measure the present burden 
of debt in commodities, as this is in 
some ways & better basis of comparison. 
It must be remembered, however, that 
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TABLE B 
Pre-War DEBT Bosr Wan DEBTS 
(Expressed in Units of Commodities) (Expressed in Units of Commodities) 
"| Milon | Units per Ба Debt to Allies М. Units рег 
Units head Units Million Units Units head 
US.A..... ERE 211 28 8,232 PE 8,282 80.7 
United Kingdom.... 706 15 7 4,215 596 4,811 101 3 
France...... ... 1,888 88.7 8,125 805 8,927 98 2 
lay: en 605 178 614 481 1,095 27.4 
Russia 936 52 Wie ls Aes e 
Belgium ........... 188 24.4 856 184 480 60.0 








The Unit represents the amount of commodities 


the war. 


unless interest rates are adjusted 
accordingly, the real, t.e., the com- 
modity burden of the debt increases 
with every fall in prices and decreases 
with every rise in prices. In consider- 
ing these figures you will bear in mind 
that in order to arrive at a correct 
opinion as to how far each country can 
sustain the amount of debt for which 
it is shown to be liable according to the 
Table, due allowance must be given to 
the conditions, either favourable or 
otherwise, which affect that country. 
Thus, for example, in the case of Italy, 
her debt per head may appear to be 
relatively low, but it is actually higher 
than in the case of other countries 
which have a greater National income 
than Italy per head of the popu- 
lation, Italy being relatively a poor 
country. 

I now pass on to Table C, which 
gives the total international pre-war 
trade, that is to say, the amount of the 
Exports and Imports of the principal 
countries of the world for the year 
1918. It does not include any estimate 
for invisible exports. The totaligure, 
which includes a large amount of re- 
exports, is given at £7,933,600,000, and 
if this amourft were adjusted so as to 
correspond with the values of today, 


which could be purchased for £1 sterling before 


the volume represented by that figure 
might perhaps be put at £15,867,000,- 
000. 

It is perhaps unnecessary for me to 
say that debts can only be paid from 
one of two sources, that is to say, 
either out of capital (which in the case 
of a settlement between nations would 
include the surrender of territory and 
the transfer of accumulated wealth 
such as securities or industrial under- 
takings, or treasure or works of art) 
or in the alternative, out of income, 
and this method must resolve itself 
into payment through goods and serv- 
ices in the case of goods, which would 
include both natural products as well as 
manufactured articles, and also in the 
case ofsservices, payment can only be 
made out of profits. 

It is quite clear that before goods can 
be exported to pay for a debt which is 
due, the cost of materials and labour 
have to be met first, and it is only the 
surplus in value (if any), that is to say, 
the profit, which is available for pay- 
ment of debts. 

It is, of course, possible to bring 
about some settlement of debt. by 
obtaining credit which is, in fact, a 
postponement, or by an inflation of 
currency, which is in a measure the 
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TABLE C—Worip Соммивсв ror THE Yman 1918 


Turkey....... .. 

United Kingdom.... . 
British Dominions and India 
United States 25 


same thing, but this latter must 
necessarily be followed by a cor- 
responding alteration of the economic 
basis of the country which has гесоугзе 
to that method. 

So far as payment out of capital is 
concerned, we may reasonably con- 
clude that, apart from any scheme for 
the mobilization of securities which 
may still exist inthe handsof thedébtor 
nations, or of cash balances standing to 
their credit abroad, little or nothing 
further remains to be effected under 
this head, but in order to form some 
opinion as to whether such an increase 
in international trade can be looked for 
as wil provide for the payment of 
War Debts out of income, it is useful 
to have before us not only the amount 
of those debts, as shown in Table 


Imports Exports 
1918 1918 
£ £ 

ИР 84,270,000 96,700,000 
141,488,000 115,129,000 
183,345,000 148,073,000 
67,170,000 64,612,000 
8,524,000 6,257,000 
24,713,000 29,723,000 
72,198,000 * 50,542,000 
45,417,000 $7,893,000 
940,385,000 275,012,000 
534,750,000 495,680,000 
6,162,000 5,800,000 
145,611,000 100,157,000 
72,945,000 68,240,000 
301,083,000 259,250,000 
91,155,000 20,596,000 
6,088,000 9,187,000 
16,793,000 7,723,000 
"I 22,789,000 27,008,000 
129,150,000 150,855,000 
4,017,000 4,676,000 
47,159,000 39,947,000 
44,095,000 42,256,000 
РЕСЕ 77,080,000 56,087,000 
БСУ 37,774,000 $2,474,000 
768,784,000 634,820,000 
566,392,000 541,824,000 
НОЕ 362,595,000 485,701,000 


£4,142,268,000 — £3,701,282,000 








“A,” but also the figures representing 
the normal volume of international 
trade, as shown in Table “C,” and 
to place the former side by side with the 
latter. 

I think that the figures show how 
impossible 3t is to expect anything of 
the kind, and not only is this conclusion 
forced upon us by the relative figures 
in the two tables, but it is brought 
home to us with added force when we 

„зее how great has been the loss of 
productive power through the sacrifice 
of life in the war. Apart from the 
great number of the maimed and 
disabled, France lost in killed, 1,885,- 
000 men, Italy 460,000, and the United 
Kingdom 743,000. Taking Europe 
as a whole, excluding Russia, it is 
estimated (see table D) that 6,951,648 
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men were killed, and 15,504,919 
wounded. (I do not include the figures 
for the U.S.A., because she is not а 
debtor nation.) It only remains to 
add that those lives which were 
sacrificed were of an age when their 
powers of production were at their best, 
and that, speaking broadly, they were 
the pick of their generation. In confir- 
mation. of this statement, there is the 
fact that France lost 57 per cent of 
her male population between twenty 
and thirty-one years of age. 

Another factor which has to be 
borne in mind is that it is no longer 
possible in the case of mosi of the 
countries of Europe to look to any 
material amount of invisible exports, 
which have, to a large extent, disap- 
peared since the war, and cannot be 
expected to return until the world has 
again settled dovm to normal conditions 
of trade and financial intercourse. It 
follows, therefore, that if these debts 
are to be paid in full, even if the pay- 
ment is spread over a long period, 
either the economic basis of the whole 
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world must be changed from what it is 
today, including a further general 
alteration In pricé levels, quite apart 
from the alteration which has already 
taken place since the war began, or, 
as I have said, there must be a general 
reduction in the standard of living, 
affecting some countries more than 
others, with the possible consequences 
І have’ indicated. 

The profits of trade and other 
sources of income do not today suffice 
to provide more than is actually re- 
quired for the service of today’s 
pre-war debts, and up to the present 
no step has been taken towards pay- 
ment of any really substantial pro- 
portion of war debts or reparation 
payments. Fresh sources of income 
will, therefore, be needed to meet the 
added charges for war debts, involving 
great capital outlay which will strain 
the world’s supply of loanable capital, 
and this factor by itself alone may serve 
to bring about a fresh economic basis. 
In the alternative there must be a lower 
standard of living, and this, as I have 


TABLE D—Wan CASUALTIES 


United Kingdom.. ....... ...... ........ 
British Dominions... .. . 


Indi 2212544 ue eI ele: Ino Бы ЛЫР 


Mh] rms sas влечет 





Deaths Wounded 
XA Pe d x 748,702 1,693,262 
Ru у ence 140,923 357,785 
SENA eo 61,398 70,859 
VAGA ene ied tid 940,023 2,121,906 
eben eI PASE takers 1,385,800 8,000,000 
COP 88,172 44,686 
460,000 947,000 
PT 7,222 19,751 
Say Mad 385,706 700,000“ 
и nac С За 127,585 183,148 ' 
3,290,958 6,960,491 
PIG o WE W 2,050,466 4,202,028 
auus sip asd О 1,200,000 3,620,000 
wile АНА) ен AAT 101,224 152,400 
Шыга рык d QUELLES OT 300,000 570,000 


6,951,648 15,504,019 





° *Approximate estimate—no record available. 
(No reliable figure can be given for Russia, but probably the figures exceed— Deaths, 1,700,000; 


Wounded, 5,000,000.) 
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said, may re-act to the disadvant- 
age both of the debtor and of the 
creditor. ° 

Moreover, it follows that the more 
rapid the payments, the greater must 
be the economic dislocation. 

I think you will agree that there is 
nothing which is more disturbing to 
mankind than such alterations in 
economic conditions as result from 
changes of price levels and of wages 
and other costs of production. The 
world has experienced this to the full 
since the war, and it is safe to say that 
the difficulties which ‘now present 
themselves in all directions are largely 
due to causes of economie origin. 

After the Franco-Prussian War, 
changes in economic conditions were 
similarly threatening, but were largely 
offset by increased production and by 
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developments in organization which 
had an alleviating effect. 

Today, although the future is un- 
known, we cannot count upon any fac- 
tor of that kind presenting itself. 

I think that DI'have said enough to 
show that some adjustment, some 
modification, must take place in regard 
to the amount of the War Debts and 
Reparation payments if the world is to 
escape from an impossible situation, 
and that it is in the interest of all that 
there should be no such low standard 
of living imposed upon any one 
population as will either give to it the 
power of undue competition or will 
force it into bankruptcy. I think that 
America is more concerned than any 
other country, because she alone is in 
the position of being solely a creditor 
so far as war debts are concerned. 


. An Analysis of the International War Debt 
Situation 


By В. C. LzrriNawELL 
New York City, formerly Assistant Secretary of the Treasury 


HERE is pretty general agree- 
ment that the rehabilitation of 
Europe depends upon four things: 

1. Peace and disarmament. 

2. Balanced budgets and honest money. 

8. The removal of international trade 
barriers. 

4. 'The settlement of international war 
debts, including reparations. 

America has made her contribution « 
to the first of these at the Washington 
Conference in the program for naval 
disarmament. That was the particular 
form of disarmament that touched 
America closely and she made her 
contribution where she had a definite 
interest and a definite part to pléy. 
Disarmament in Europe must be 


preceded by the settlement of political 
problems in Europe, and from that 
settlement America has, rightly or 
wrongly, definitely and repeatedly 
declared her detachment. 

The countries of continental Europe 
cannot well balance their budgets 
or stop printing irredeemable paper 
money until they have established 
peace, reduced their military establish- 
ments, obtained a settlement or post- 
ponement of international war debts 
and reduced or eliminated subsidies 
and doles. 

The: removal of trade barriers in 
Europe is also inextricably interwoven 
with political questions there. But 
America is setting Europe in this 
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respect the worst possible example by 
raising her own tariff wall. The Ameri- 
can farmer seems to have adopted the 
amazing view that he will get a better 
price for agricultural products if a 
tariff is enacted which will make it more 
difficult for Europe to pay for them. 
Politicians who would be intellectually 
bankrupt without the doctrine of 
protection, on which they were brought 
up, decline to open their minds to 
world changes which make trade 
barriers a burden rather than a benefit 
to us, or to the protests of supposedly 
protected industries. 


REPARATIONS 


The problem of reparations is one 
primarily for Europe to determine. 
The victors, the Eurepean Allies, are in 
perplexity to know how to force 
Germany to pay without destroying 
their own economic life. They are 
determined Germany shall pay; but 
they are determined not to destroy the 
German market for their own goods. 
They are determined Germany shall 
pay; but they are’ determined not to 
receive payment in German goods for 
fear of destroying home industries, 
and not to receive payment in German 
labor for fear of unemployment at 
home. The truth of the matter seems 
to be that, when in the Treaty of Ver- 
sailles the Allies rejected annexations as 
& fruitful source of future wars, and 
substituted indemnities, they jumped 
out of the frying pan into the fire. It 
may be, on the whole, less troublesome 
to annex a province, with its people 
and industries as a going concern, than 
to subject an empire to economic servi- 
tude for a generation or two. Ger- 
many’s capacity to produce great 
exports is unguestioned, but her capac- 
ity to produce a great export balance 
is very dubious. I suspect that the 
severest critics of the Treaty of 
Versailles are too optimistic in their 
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estimates of what Germany can pay, 
and what the Allies can afford to re- 
ceive from, her; and that reparations 
must be reduced to a relatively trivial 
sum and some other method found to 
punish Germany. 

It is idle to suppose that the ehabil- 
itation of Europe can come by re- 
lieving Germany and drivin: France 
to desperation. There has be nenough, 
too much, of a disposition to lecture 
France, both here and in Great 
Britain, and far too little disposition to 
help her. France is the great sufferer 
from the War, and her lamentable 
policies today may to some extent 
result from the attitude towards her of 
Great Britain and the United States— 
always admonishing her and never 
offering her a way out. ) 

The problem of reparations is not 
unrelated to the problem of inter- 
allied indebtedness. The French are 
indisposed to be more reasonable and 
generous in remitting claims, which 
have the sanction of an international 
treaty, against the vanquished enemy, 
than they find the United States dis- 
posed to be in remitting claims against 
its victorious but suffering ally. 

The problem of inter-allied in- 
debtedness is a very difficult one, made 
mere difficult by our national habit of 
calling everything black or white and 
insisting on a yes or no answer to 
every: question. Americans tend to 
divide themselves into two groups— 
those who believe that all the debts of 
the Allies to the United States should 
be cancelled at once out of the whole 
cloth, without any ifs, ands or buts, 
and those—the larger number today 
if the action of Congress is any indica- 
tion of public opinion—who are dis- 
posed to insist upon the payment 
of principal and interest in every in- 
„Stance and without the remission of a 
dollar, 
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-QUESTION OF CANCELLATION 


The suggestion of cancellation out- 
right was made by former Attorney 
General Wickersham here, and in 
Euro,e by Mr. Keynes in his world- 
famou. book, two years ago. Argu- 
ments i1 support of it in this country 
have b.en presented by Professor 
Moulton and Mr. Bass in their book 
entitled, America and the Balance 
Sheet of Europe; by Professor Seligman 
in a paper entitled, “The State of our 
National Finances,” in the American 
Economic Review for March, 1922; by 
Mr. Justice Clark in an address before 
the Cleveland Chamber of Commerce, 
February 9, 1922; and by many others. 
The whole subject is discussed ex- 
haustively in Mr. Friedman’s book on 
“International Finance and Its Reor- 
ganization.” Mr. Vanderlip has made a 
suggestion that Europe’s debts to us 
should be applied to constructive and 
reconstructive work in Europe—a sug- 
gestion which seems to be as much be- 
side the mark as the suggestion of the 
politicans in Washington who would 
have Europe’s debts to us applied to 
the payment of a soldiers’ bonus. 
The money has been spent and blown 
up. The question is whether the debts 
can and should be collected. If they 
ever are collected no doubt many 
proposals, benign and selfish, will be 
made as to the use of the money, 
notwithstanding the fact that it is 
devoted by the terms of the Liberty 
Loan Acts to the retirement of Liberty 
Bonds. 

Congress, by the Act approved 
February 9, 1922, took away from the 
Secretary of the Treasury the power 
granted by the Liberty Bond Acts to 
refund the demand obligations held 
by the Treasury, conferred it upon a 
commission of five members, including, 
to be sure, the Secretary of the Treas- 
ury as chairman, and forbade the 
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cancellation of any debts whatever. 
The commission so created is admirably 
constituted, but its hands are tied. 

And there is a good deal to be said’ 
against cancellation as such. The 
solemn obligation of one sovereign state 
to another ought not lightly to be dis- 
regarded on either side. It is said to 
have been the British practice to 
finance European wars and ultimately 
to forgive the debts so created. Sucha 
policy would seem to be a fruitful 
source of war. If the more bellig- 
erent and irresponsible of the con- 
tinental nations are allowed to fall 
into the habit of having a war when 
they will without paying for it, it 
is not difficult to understand that wars 
will be frequent. But do the con- 
gressmen and senators, who solemnly 
pass laws and make speeches declaring 
that the Allies’ debts to America shall 
be paid, known how they propose to 
make those laws and declarations 
effective? Certainly not. On the con- 
trary most of them know very well 
that ‘a considerable part of the ten 
billion dollars never will be paid, 
principal or interest. 

Might it not be a better plan, then, 
to authorize the Debt Commission 
to investigate the situation, to hold 
conversations with the debtor nations 
with a view to ascertaining their 
present and probable future financial 
situation and their present and probable 
future ability to pay; to study the 
effect upon American agriculture, 
commerce and industry of this indebt- 
edness and the effort to collect it, and 


„to report to Congress. It seems so un- 


utterably stupid to close one’s eyes and 
ears to the facts and refuse to permit 
even discussion by our official repre- 
sentatives of the problems which every- 
one knows exist and must sooner or later 
be disposed of. It is childish to con- 
tinue to assert that all the debts must 
be paid when everyone knows that 
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some of them can’t and won’t be. Why 
not get down to earth and talk it over? 
Why not find out what part of the 
debts can be paid and what can’t? 
Why not study what advantages, eco- 
nomic or otherwise, might be obtained 
for America as part of a general com- 
position of debts? 

The maintenance of these debts, 
notwithstanding interest has not been 
paid upon them, constitutes a grave 
handicap to the economic recovery of 
the debtor nations. If the cancellation 
of bad debts, the scaling ‘down of 
dubious debts and the forgiving even 
of some good debts could be used to 
produce advantages greater than any 
we can hope to receive by persisting in 
our present stubborn attitude, by all 
means let us find it out. 

An analysis of these debts probably 
ought to be made from three principal 
points of view: 


1. How the debts came to be created. 

9. The ability of the debtor to pay. 

3. The effect upon the creditor of re- 
ceiving payment. 


CREATION OF THE DEBTS 


The debts were justly created. That 
the money which America provided 
should take the form of a loan was 
proper and right. Had America given 
the money away, instead of loaning it, 
she would have abandoned a system 
wisely initiated by Great Britain and 
Francethemselvesand pursued by them 
throughout the War—a system ab- 
solutely essential to any reasonable and 
practical division ‘of war burdens. 
This has been elaborated and fully 


explained from the English point of ' 


view by Mr. R. Trouton in the Ec- 
onomic Journal (the quarterly Journal 
of the Royal Economic Society) for 
March, 1921. Mr. Trouton strongly 
defends, with reasons ample and con- 
vincing, the system by which the debts 
were created, although his conclusion, 
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equally supported by strong and per- 
suasive arguments, is that the debts 
should now be cancelled. 

Much of the ten billion dollars was 
loaned after the declaration of war by 
America, when England and France, 
Italy and Belgium were holding the 
line in Europe, waiting for us to take 
our part. During the early months of 
the War the Allies were borrowing 
from us $500,000,000 a month and 
asking for more. After the first six 
months, however, the Allies were no 
longer able to spend dollars in the 
United States to the extent of five 
hundred million à month or anything 
like it, because our own military effort 
was absorbing our industrial life. 
There is an element of the grotesque 
in the fact that the fewer men a country 
had on the firing line the more claims 
it was able to establish against its 
allies; yet that is what happened under 
the system of accounting adopted, and 
properly adopted, by the Allies during 
the War. ; А 

Some of the debts were incurred for 
the support of sterling and franc ex- 
change and, to a minor extent, for the 
support of lira exchange. When Great 
Britain bought sterling in the United 
States from the proceeds of loans from 
the, American government she of 
course became the owner of the ster- 
ling and was to that extent relieved of 
the necgssity of floating domestic loans 
in England to meet her requirements 
there. On the other hand, the sterling 
purchased may have come on the 
market in response to British or inter- - 
allied purchases for war purposes 
somewhere in the world’s markets. 

An impression has been created that 
the United States required Great 
Britain in some sense to guarantee or 
make herself responsible for loans ta 
others of the Allies after the United 
States entered into the War. That 
impression is wholly erroneous, Great 
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Britain had, before the United States 
entered into the War, established the 
rule that each Ally should be responsi- 
ble for the financing of inter-allied 
purchases within its own borders. 
The same rule was extended to the 
United States when it entered into the 
War. Under that simple and sound 
rule the United States financed the 
requirements of the Allies within its 
borders; Great Britain financed the 
requirements of the Allies within the 
British Isles and, to a great extent, 
within the British Empire (but not in 
India, where the United States financed 
all the Allies by shipments of silver 
for a considerable period); and as to 
expenditures in the neutral world, 
Great Britain and the United States 
shared the burden of finance in ac- 
cordance with a formula agreed upon 
between them. | 

The theory of the rule is simple. 
The people of each belligerent country 
could and should respond, in taxes and 
subscriptions for domestic loans, to 
the financial demands of its govern- 
ment. The American government 
could raise all the dollars the Allies 
needed, the British government all the 
sterling, the French government all the 
francs and the Italian government all 
the lire. On the other hand, beeause 
of embargoes on exports of gold and 
control of foreign exchange, no govern- 
ment could provide finance outside its 
borders, except at the expense of 
grave depreciation of its currency in 
foreign exchange. It was a matter of 
course that, under the sound rule thus 
established by Great Britain before the 
United States entered the War aud 
continued without question thereafter, 
Great Britain should continue to be a 
lender as well as a borrower on inter- 
national account. 

After the United States entered 
the War, in one case only, did Great 
Britain make advances for purchases by 
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any of the Allies in the United States— 
that of Russia—and in that case only 
to the extent of contracts entered into 
by Russia and guaranteed by Great 
Britain before the United States 
entered the War. The amount is not 
important. 

Some of the loans made by the 
United States were made after the 
Armistice. Following is an analysis 
of the advances made by the United 
States Treasury, prepared with a 
view to showing the extent of the 
loans made by the Treasury to the 
Allies after the War was over (actually 
though not technically) on the basis of 
Treasury Daily Statements. 


PROPORTION or Ревтз INCURRED AFTER THE 
ARMISTICE 
To and including November 
11, 1818, Armistice Day. 
Thereafter, to and including 
June 28, 1919, when the 
Treaty of Versailles was 


$7,076,714,750 00 


sighel .: vies важ $2,025,570,265 56 
Total tc signing of peace $9,102,285,015 56 


Thereafter to January 10, 
1920, the effective date of 


the Treaty...... . .... 350,720,914 .09 


Total to January 10, 1920 $9,453,005,999 65 

My impression is that advances 
subsequent to January 10, 1920, have 
been about balanced by repayments 
and represent little, if any, actual cash 
outgo, but rather a readjustment of 
accounts between the United States 
and the several borrowing governments. 
The amount of obligations of foreign 
goverrments representing Treasury ad- 
vances less repayments of principal, 
according to the Public Debt State- 
ment of January 31, 192%, was $9,- 
434,846,829.24. These figures do not 
include foreign obligations received on 
account of sales of surplus war supplies 
and European relief. ; 

What I have said mak&s по pretense 
to be an exhaustive analysis of how the 
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debts were created. It is intended to 
serve only as an illustration of the fact 
that they were created in divers ways 
and for divers purposes, all to be sure 
for the prosecution of the War and for 
the national security and defense. The 
diversity, however, is of considerable 
importance from the point of view of 
discussion as to cancellation. Some 
of us may feel under a moral obligation 
to cancel loans made to provide muni- 
tions for armies in the field, before 
America was able to make her own 
military effort; and yet feel under no 
similar obligation in respect to loans, 
equally necessary and proper, made 
after Armistice Day for the purchase of 
foodstuffs or surplus war supplies which 
were resold by the borrowing govern- 
ment. For shot and shell and other 
equipment, necessary for the military 
forces in war time, blown up, destroyed 
and wasted, the borrowing government 
has nothing to show except the graves 
of the killed and the shattered bodies 
of the wounded and the glorious 
memory of sacrifice and victory. Other 
loans were merely a necessary part of 
the mechanics of war finance, and the 
borrowing government has already 
realized in whole or in part by the 
resale of the property purchased from 
the proceeds of them. 


Авплтү оғ THE DEBTOR то Pay 


When we come to consider the 
ability of the debtor to pay, equal 
diversity appears. Great Britain can 
pay no doubt in the sense that she can 
meet the interest charges and ultimately 
sell her own or private securities in our, 
markets tc an amount sufficient to lift 
the principal of the debt; yet it may be 
questioned whether Great Britain can 
pay in full without such disruption of 
her internal and international economy 
as would be gravely injurious to her 
and to us. * 

France js quite right in her position 

g 
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that her ability to pay largely depends 
upon her ability to collect from Ger- 
many. Unless France can make col- 
lections from Germany, which everyone 
is now engaged in telling her she can 
not and should not make, it is difficult 
to see how France can make any im- 
portant payments to the Allies. 

Italy's ability to pay stands in much 
the same position as that of France, 
except that Italy has less to hope for 
in the way of collections from her 
enemies. 

As to Belgium, we are under a moral 
obligation to release her and accept 
Germany's obligation in lieu of hers, so 
far as concerns pre-Armistice advances. 
Sooner or later we are certain to 
recognize that moral obligation, which 
rests not merely upon the tentative 
arrangement entered into at the Peace 
Conference, but upon the impregnable 
foundation of. little Belgium’s great 
service and sacrifices for all of us. Bel- 
gium is a highly civilized, densely 
populated country and there is no 
reason to suppose that she can make 
important payments on account of her 
international war debts, incurred be- 
fore the Armistice, independent of her 
collections from Germany. 

The indebtedness of other govern- 
mepts than those which I have now 
mentioned is perhaps, roughly, half a 
billion dollars. Some of it is collectible. 


Erect or PAYMENT Upon THE 
* CREDITOR 


In considering the ability of the 
debtor to pay, and the effect upon the 
creditor receiving payment, it is neces- 
sary to recall the fact that international 
payments can be made only in goods, 
services, gold or evidences of indebted- 
ness (including paper money), and 
that it is only to the extent that it 
is able to create an export balance, 
j е. export more of these than it im- 
ports, that any Ally will be able to 
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effect payments of principal or interest 
upon its indebtedness to the United 
States. А 

The public international war debts 
do not represent wealth created, but 
wealth destroyed. In this respect they 
differ from private international debts 
created in the ordinary course of 
business. Before the War Great Brit- 
ain, not ag a nation but as a commu- 
nity, had become the creditor of the 
whole world by the slow process of 
private accumulation and investment 
abroad intelligently made for produc- 
tive purposes. Great Britain thus 
enriched herself and enriched her 
debtors in the process. Debts were 
gradually created in the ordinary 
course of trade and business, and the 
economic life of both debtor and 
creditor had ample opportunity to ad- 
just to them. Coincidentally, the 
newer regions of the earth built up 
export balances, favorabletothemselves 
and adverse to Great Britain, largely 
for foodstuffs and raw materials, which 
trade balances Great Britain was able 
to meet by adding, to her exports of 
finished products, exports of services 
(marine, banking, insurance, etc.) and 
by collecting interest on her capital 
invested abroad. But the public 
international war debts were cre 
by the War abruptly and at the same 
time America’s trade balance against 
Europe was enormously increased by 
the same war. ` 

The collection of the debts due from 
the Allies to the United States will 
tend to stimulate imports into the 
United States and discourage exports 
from the United States, thus reducing 
America’s so-called favorable balance 
of trade, or even eliminating it and 
substituting an “adverse” balance. 
No doubt America and the world can 
adjust themselves to this process if 
they must. But the process means that 
America, underpopulated, with vast 
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territories unexploited and undevel- 
oped, shall produce less than it con- 
sumes, and that Europe, overpopu- 
lated, and having already pretty nearly 
reached the maximum of her productiv- 
ity, must produce more than she 
consumes. It would seem that the 
only way in which the world could 
ultimately adjust itself to so abnormal 
an arrangement would be by convert- 
ing the farm into a city and the city into 
a farm—that the problem will find its 
solution by a shift of population to 
both Americas, to the British Colonies, 
and to other more sparsely settled 
regions of the earth. Very obviously 
such a solution of the problem must 
be accompanied by protracted distress 
throughout the world including the 
United States. 

The collection of the public inter- 
national debts of the Allies to the 
United States, principal or interest, 
would serve, then, to subsidize imports 
and penalize exports from the United 
States, to reduce prices and wages here 
and to exaggerate the existing de- 
pression and unemployment. 


CONCLUSION 


These are some of the considerations 
which ought to be taken into account 
by & commission created by Congress 
with adequate power to consider the 
problem of inter-allied indebtedness— 
not with its hands tied and its eyes 
blindfolded. Such & commission would 
doubtless take into account, also, the 


question whether, if disposed on ac- 


count of any of the considerations 
previously discussed, to consider mak- 
"ing some concessions in respect of the 
indebtedness of the allied governments 
to the United States, it might not be 
&ble, in return for such concessions, to 
obtain definite advantages by im- 
posing reasonable conditions. What 
is really needed is a general settlement 
involving peace and disarmament, 
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balanced budgets and honest money, 
the removal of trade barriers and the 
settlement of international debts. If 
America could use her claims against 
Europe to promote so happy a solution 
of Europe’s problems she would render 
herself at the same time the greatest of 
all services. She would bring to an end 
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the period of world-wide calamity 
which began nearly eight years ago 
and has coatinued through years of 
disastrous war and years of equally 
disastrous peace. She would reopen 
her own mills and factories, return the 
unemployed to their jobs, and restore 
her farmers to prosperity. 


The Public Financial Burdens of the Principal 
Countries of the World 


By L. R. 


GorrLIEB 


Lecturer in Finance, New York University 


N Table I on page 116, an attempt 

has been made to compare the pub- 
lic debt and debt charges of the leading 
fifty countries of the world, comprising 
83 per cent of the world's total popula- 
tion. It will be found that nations 
other than participants have barely 
doubled their debt since 1914; in the 
war-ridden countries there has been an 
eight-fold increase. Inflation has been 
one of the primary factors in the 
growth of public debts; it has lessened 
the intrinsic purchasing power of the 
monetary unit. Continual inflation 
tends to lighten the burden of the debt, 
while deflation operates in the reverse 
manner. The former stimulates busi- 
pess, causes a restriction in consump- 
tion and reduces the output of luxuries, 
thus setting commodities free for the 
use of the state; the latter factor, on 
the other hand, enriches the speculator 
at the expense of the citizens of the 
state involved. As deflation succeeds 
inflation, the burden of the debt be- 
comes pari passu heavier and heavier. 
This is the problem confrontiüg the 
future. 

Before the War, France had the 
largest per c@pita debt of all countries 
in the list, with the exception of 


Honduras! and New Zealand? "Today, 
Austria stands first, followed closely by 
Hungary, Germany, France, Belgium 
and the United Kingdom. Territorial 
re-arrangements resulting from the 
peace treaties account for the material 
enhancement in the per capita debt 
of the first two countries in par- 
_ticular. 

An interesting observation to be 
recorded is that debt charges do not 
always keep pace with the growth in 
nominal amount of debt. A great 
deal depends upon the methods pur- 
sued in financing the government's 
requirements. Paper money directly 
issued by the state, as in Italy and 
Russia,*involves no interest charges; 
while currency issued indirectly by the 
state through the medium of banks of 
issue who discount treasury bills, as in 
the case of Germany, Austria, etc., or 

* through banks that make a direct loan 
to the government, as in the case of 
France, constitutes а debt the Interest 
requirements of which are compara- 


1 Cognizance being taken of back interest 
&ccumulating since 1878 

4 Government ownership largely explains the 
heavy per capita debt. 
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tively low. As credit stringency 
develops durmg the course of an 
emergency, it becomes Itss and less 
attractive to incur a funded debt, be- 
cause interest rates begin to mount and 
the burden grows proportionately. 

In using the data presented in Table 
I, there are two facts to be borne in 
mind. First, foreign currencies have 
been converted into United States 
money at pre-war parity for countries 
nominally or actually on a gold basis; 
where current figures were stated in 
terms of a highly depreciated currency, 
as in Poland, Austria, etc., approximate 
exchange equivalents were employed. 
To convert all foreign debts at exchange 
values would be inadvisable in view of 
the serious disparity between internal 


purchasing power and external values | 


of various nationalcurrencies. Second, 
the figures given in the Table take into 
consideration neither loans of one 
government to another nor offsetting 
assets. Loans and advances of the 
United States to her allies totalled 
$10,094 millions (net) on November 80, 
1921;¢ of Great Britain, £2,017 millions, 
on March 81, 1922;° of France, 14,- 
082 million francs on June 80, 1991; 
and of Germany, 12,081 million marks 
аз of March 31, 1990.7 In addition, 
there are treasury assets, such as 
sinking funds, government-owned tail- 
roads, posts, telegraphs, waterfalls, 
shipping, state industries, etc which 
counterbalance in part the total gross 
indebtedness. 

3 Furthermore, a large portion of actual in- 
terest payments made to banks flows back into 
the government coffers in the shape of taxes and 
state participation 1n profits. 

* Statement of the Public Debt of the United 
States, November 30, 1921. 

* Including loans for relief, reconstruction loan 
to Belgium &nd miscellaneous items, according 
to Budget speech. 

* Bulletin deStatistique et de Legislation Com- 
paree, August, 1921, p 379 

T Brussels Financial Conference, Section dn 
Public Finance, 
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A debt, simply stated, is a relative 
term, and unless it is related to re- 
sources or assets, its numerical pres- 
entation carries little significance. 
The principal difficulty in this connec- 
tion is, however, to be found in securing . 
recent data bearing on national wealth 
andincome. The only estimates avail- 
able for all countries, with the exception 
of the United States and Japan, 
appertain to pre-war conditions only. 
In Table П, an attempt is made to 
furnish a comparison between debt 
and pre-war wealth, and debt charges 
and pre-war income, both before the 
War and at the most recent date. This 
compilation possesses, however, two 
serious shortcomings: first, inflation is 
allowed to remain in the debt and 
interest factors, while pre-war wealth 
is stated in terms of gold currency; 
second, the changes in national wealth 
since 1914 are not taken into considera- 
tion. Partly to overcome these ob- 
jections, Table III is presented, which 
aims to eliminate the factor of inflation 
in countries where index numbers are 
available. By dividing up into periods 
the years since the outbreak of the 
War and evaluating the increases in 
the absolute amount of national in- 
debtedness by means of price index 
numbers, current national debts have 
been adjusted to the 1918 gold basis. 
These figures are directly comparable 
with the estimates of pre-war national 
wealth, with allowances for loss of 
resources under the Peace Treaty. 

With the element of inflation thus 
removed, it is found that Germany’s 

.debt constitutes 42 per cent of the 
pre-war national wealth of the territory 
she now occupies; in the case of Italy, 
41.4 per cent; in France, 38.8 per cent; 
in United Kingdom, 84.8 per cent; in 
United-States, only 7.7 ‘per cent; in 
Denmark, 7.8 per cent, and in Switzer- 
land, 5.6 per cent. И 

The fact should not be overlooked 
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TABLE II—Dzbr Au» Dent СнАнокз as RELATED TO Pre-War NATIONAL WEALTH AND INCOME 











Dest as Ривсёчтлав | Dept CHARGES Ав 

Pre-War | Pre-War or Pre-War PERCENTAGE oF Pre- 

Nationa | NATIONAL| Nationa, WxarrH |WanRNATIONAL Incomm 

Country Wara | Incomp | 
(Million | Million Before | At most Вей At t 
: ore mos 

Dollars) | Dollars) the War |recent date| the war |recent date 








А. Entente Powers 



























United States .......... 05 115 01 28 
United Kingdom. ....... 49 541 1.1 15 8 
Australia.... о... 18 26 4 02 62 
Canada.......... 4.9 97 4 0.9 9.5 
France........ 11 8 90 2 8.5 84 1 
Italy..... .. 18.9 97.6 26 80.7 
Japan..... 10.8 10 4 3.4 4.0 
Russia*. .... 85 4g 9* $.4 11.8* 
Begium..... ...... 12 5 118.1 5.8 49.5 
Brazil......... ... 6.3 10.5 39 4.7 

8 4 





АЕ 80,500 0.4 5 
Austria-Hungary ..... . $0,100 4,000 8.9 34.8 
Turkeys а 4,000 500 9.0 17 6 
Bulgaria... ........... 4,000 500 1.6 160 

Total—Central Powers..| 118,600 15,500 : 26 0 
Total—Belligerents.... | 581,800 ‘85,825 1.8 18 8 












C. Neutrals 

Argenting......0 .... .. 11,700 950 4.4 6.9 
Denmark ....... .... 2,400 200 4.0 18.8 
Netherlands 5,100 400 9.2 24.8 
Norway ..... 1,100 100 8.7 28.5 
Spain .. ........ 14,300 1,100 18.2 19 8 
Sweden... .. 4,600 875 8.6 * 85 
Switzerland ............. 3,900 800 0.7 20 9 
Total—Neutrals . 43,100 3,495 76 15.6 
Granp Тотль...... 624,900 88,750 52 46 5 











* Exclusive of obligations incurred during the Soviet régime. 
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that not all of the indebtedness in- 
curred during the War represented a 
corresponding destruction or loss of 
national wealth. It is true that the 
emergency transformed the vast num- 
bers called to the colors into an army of 
non-producers in the widest economic 
sense and with a broad sweep wiped out 
the surplus of production over con- 
sumption which normally resulted from 
their labors. There were, however, 
elements to be considered, which in 
part counterbalanced the loss in normal 
production, Enhanced productivity 
in non-war lines of industrial activity, 
stimulated by patriotic motives, in- 
creased output by virtue of employment 
of women, minors and unemployables 
to a larger extent than is true of normal 
periods; suppression of luxury manu- 
facturing and enlargement of capacity 
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of necessary industries, including agri- 
culture, all contributed appreciably to 
the offsetting process. Insofar as a 
part of the equipment was scrapped 
after the War, there was an economic 
loss. But the greatest destruction was, 
of course, the failure to accumulate an 
annual surplus which has formed the 
backbone of the world’s economic 
progress during the past century. 
This was further accentuated by losses 
due to deaths and incapacitation. The 
consumption of war materials and the 
destruction of property made heavy 
inroads on national wealth, but it is 
essentially the former which found its 
way into the public accounts during 
the War, although during the recon- 
struction period restoration of prop- 
erty began to assume an important 
position. 


TABLE DJ—Reuatrion or Dest то Waarna on A Pre-War Basis 







COUNTRY 





United States ..... .. . 


204,400 
United Kingdom 70,500 
Canada . 11,100 
Australia 7,400 
France. 62,000 ə 
Italy... 21,800 
Russia. 60,000 
Japan... 11,700 
Germany 68,400 
Denmark. .. 2,400 
Netherlands 5,100 
Norway... 1,100 


Sweden. А | 4,600 

















Banio oF Ratto oF 
Present 

Pr ADJUBTED D 

R DEBT то ЮВЕ то 

1918 CAPITA | pap wan | PRE WaR 

Basis (Dollars) NATIONAL 

(Million oe WEALTH 

Dollars) AEE (Per cent) 
9 (Per cent) er cen 
15,746 149 77 0.5 
24,158 510 84 8 4.8 
2,030 249 18.7 1.3 
1,878 254 18 6 49 
28,731 602 38 8 11.2 
9,038 246 41 4 189 
13,208 97 22 0 8 5 
1,249 22 10 7 10 8 
28,716 521 49 0 15 
186 57 78 40 
788 118 15 8 9.2 
183 69 16 6 87 
259 44 586 86 














Character of American Influence on, Eastern Europe 
in the Near Future , 


By Eimer Davis 
Member of the Editorial Staff, New York Times, New York 


HERE is, “perhaps inevitably, a 
pre-millennialtone about most con- 
temporary writings on the immediate 
future of Europe; all the misfortunes 


of the age are to be ended by the . 


second coming of America. It is not 
my business to compete in prophetic 
prediction with veteran soothsayers, 
but whatever happens at Genoa and 
whatever is done in the State De- 
partment, I see no reason to anticipate 
any such active collaboration of Amer- 
ica in European affairs as was ex- 
pected early in 1919, and seems still to 
be expected by some persons on both 
sides of the Atlantic. Whatever we 
may think of the ideal of a world per- 
meated by the general will and express- 
ing this will through the machinery of 
the League oi Nations, or something 
similar, it is only an ideal, and unlikely 
to be realized їп this generation. 
Even if America should come back into 
Europe, should enter the League, 
America will not and cannot be “in” 
Europe as she was in the few months 
immediately after the Armistice. 

The reason, obviously, is that such 
participation implies both an America 
and a Europe which do not exist. The 
general will postulated by Mr. Wilson’s 
concept of the League does not exist 
and is not likely to exist in the im- 
mediate future. The probability of 
more active American participation 
in European economic and political 
problems, and the effect of such 
American participation, are topics on 
which I do not care to speculate; but 
it seems quite clear that there is to be 
no general fhfection of Europe with 
the American spirit, whatever that 


may be, such as some optimists ex- 
pected in the latter part of 1918. 

This prospect is not altogether dis-' 
heartening, certainly not to Europe. 
Not only in the beaten countries, not 
only in great powers which feared 
American participation in European 
polities as weakening to their own 
influence, has there been an unfortu- 
nate tendency to misuse historical 
analogy. Eveninthesmaller countries 
political students have sometimes been 
inclined to regard Wilson at Paris as 
the modern Flamininus, restoring an 
illusory liberty to a disorganized Old 
World, who in due course would be 
followed by an American Mummius 
Achaicus. The absurdity of this 
hardly needs demonstration in Amer- 
ica, but it is sometimes forgotten 
that it is absurd chiefly because of the 
character of the American people. 
The opportunity to dominate Europe 
lay before Wilson almost as the op- 


.portunity to absorb Greece lay before 


Flamininus, allowing for the enormous 
economie power which. Ámerica pos- 
sessed at the Armistice. That it was 
not used was not wholly a matter of 
American domestic dissensions, or of 
the character of the leader; it was due 
quite as much to the insular interests 
of the American people—and also, in 
some degree, to the inexperience of 
American leaders in the use of their 
economic weapons. It can hardly be 
doubted that if England had possessed 
the ecoriomic power which America 
possessed at the end of the War, the 
reconstruction of Europe would have 
taken place only on such terms as were 
acceptable to England. America had 
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neither the popular will to imperialism, 
beneficent or otherwise, nor the capac- 
ity to carry such a will'had popular 
consent been conceivable. 


Осв DISINTERESTED PUBLIC OPINION 


These are no doubt truisms, but 
their significance for the future inter- 
national relations of America does not 
always seem to be appreciated. Any 
active, prolonged and effective in- 
fluence of America on European politics 
or rather on the complicated political- 
economic international relations ` of 
today, postulates an American publie 
opinion informed on, and interested in, 
world affairs. Such an opinion does 
not exist outside of very limited cir- 
cles. No doubt it is growing, but very 
slowly.: Even when it flashes up un- 
expectedly under the pressure of im- 
mediate economic need, as in the 
resolution of last winter’s Agricultural 
Conference in favor of participation in 
the Genoa meeting, it is apt to be 
poorly informed and misdirected. For 
nearly a quarter of a century America 
has had territorial interests in the Far 
East; wars in the Philippines, in China 
and Manchuria, have attracted Amer- 
ican interest; our diplomacy has in 
that field, as in hardly any other, had 
a continuing and consistent pélicy. 
Since 1898, in other words, we have 
had materials for the formation of a 
public opinion on Asiatic problems such 
as we have had for European questions 
only since 1918. Yet the Washington 
Conference, and the discussion of the 
treaties which followed it, showed that 
even on Asiatic affairs our public 
opinion was comparatively feeble and 
uneducated. To expect any general 
intelligent interest in European affairs 
for many years to come is rather 
visionary. : 

It may be argued that public 
opinion is not essential; that the people 
will follow if the leaders lead. That 
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depends, to some degree, on the leaders. 
The President who had labored suc- 
cessfully for more than two years to 
keep us out of war suddenly ex- 
perienced & sort of religious conver- 
sion in the last days of January, 1917, 
and exerted himself as vigorously, and 
as-successfully, to get us into war. 
To suppose that the incident can be 
duplicated is to presuppose the re- 
currence of its underlying causes, 
both historical and temperamental. 
The present administration does not 
seem to contain any personality very 
closely akin to that of Mr. Wilson, nor 
is any such illuminating experience as 


.his to be expected. The road to 


Damascus is thorny with campaign 
promises and beset by footpads of con- 
siderable vigor and determination. 
Efforts to reach Damascus by by- 
paths over the hills have not hitherto 
been successful. And even if the 
administration should cease kicking 
against the pricks, it would find itself 
hampered by an unprepared public 
opinion. Wilson in 1919 was beaten 
to a considerable extent by the Wilson 
of 1915 and 1916; the mind of the 
masses is not able to make a complete 
about-face as promptly as that of its 
leaders. 

It cannot be said that the tentative 
efforts of the present administration 
have had overwhelming success on 
either side of the Atlantic, but in any 
case they are not directed toward that 
active functioning of America as a 
member, with the European nations, 
of a world community, which was 
implied by Mr. Wilson’s idea of the 
League. American influence, had that 
idea been realized, would have been 
powerful in Europe, not by any 
domirfeering pressure, but by a sort of 
boring’ from within. The change in 
the actual character of the League, a 
change necessitated by the fact that 
neither in America nor in Europe was 
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the popular temper such as the original 
League ideal presupposed, has ended 
any such prospect. The participation 
of the present administration in Euro- 
pean affairs has so far taken the 
character rather of bludgeoning from 
without. From neither viewpoint does 
there seem to be much prospect of any 
great American influence on Europe, 
and .certainly not of any influence 
which could be thought of as specifi- 
cally and distinctly American. Such 
effect as American pressure may have 
on general European problems in the 
next few years seems likely to be due 
almost wholly to the fact that America 
is the one nation with money, rather 
than that America is a nation born of 
many races, which was the first to 
work out with fair success the ideal of 
federation which is Europe’s best, 
even if remote, hope. 


Economic ADVANTAGE OF 
DisINTERESTEDNESS 


These general considerations apply 
still more strongly to those portions of 
central and eastern Europe occupied 
by thé Succession States. American 
influence was powerful in the liber- 
ation or aggrandizement of these 
peoples; their revolutionary leaders, 
or many of them, lived and worked in 
America in the latter part of the War; 
American benevolence and American 
organizing ability did much for nearly 
all of them after the Armistice. What 
can America do for them now? So 
far as my observation goes, most of 


‚ them have ceased to think of America 


as anything except the nation with 
money. Certainly this sentiment ap- 
plies to America of the present and the 
future, whatever pleasant sentimental 
recollections are, or more often arg not, 
entertained of the beneficent America 
of 1918 and 1919. No doubt American 
prestige is опе the whole stronger in 
Czechoslovakia today than anywhere 
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else, but this may be due largely to the 
lengthened stay in that country of 
various American social service or- 
ganizations whose work happens to be 
congenial to the Czech temperament. 
Elsewhere, America seems to be re- 
garded chiefly as the great source of 
capital which can develop dormant 
resources or furnish lubricants for the 
economic machinery. 

The opportunities lying open to 
American capital in eastern Europe 
need no description, but it is worth 
remembering that everywhere Amer- 
ican capital is preferred to any other 
capital precisely because, for the time 
at any rate, America.is not “in” 
Europe. British and French capital 
is usually available, though in less 
quantity, for national loans or produc- 
tive enterprises in eastern Europe, and 
no doubt there’ are cases in which no 
political string is attached to loans or 
investments. But there have been so 
many cases in which economic aid was 
offered only on condition of political 
concessions that all the Succession 
States are nervous and suspicious. 
Rightly or wrongly, Jugoslavia, for 
example, ascribes the hostility of the 
major powers on the Albanian bound- 
ary issue to .British and French 
econqmic understandings with Albania 
and Italy, as the Laodicean attitude 
of the Council of Ambassadors on the 
Hapsburg issue was ascribed to 
British and French imvestments in 
Hungary almost as much as to aristo- 
cratic or political influences. Through- 
out Jugoslavia there seems to be a per- 
vading fear of selling away the national 


“birthright, which sometimes expresses 


itself in declarations that the country 
would do better to dispense with 
foreign capital altogether, even if the 
price be unduly slow economic develop- 
ment, rather than give England and 
France control of vital elements in the 
national economy, or yield to demands 
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compromising cherished political ideals. 

The same feeling appears a thou- 
sand miles further east п the latest 
dispatches (April 14) on the Anglo- 
American agreements about Persian 
oil fields. Persia wants American 
capital because America is on the 
other side of the world and likely to 
stay there. Of the British interests 
with which the Standard Oil Company 
found it advisable to collaborate there 
is deadly fear. Expressions of this 
same feeling toward British and French 
investments or loans can be found al- 
most anywhere among the small states 
of eastern Europe, and not least in 
those already most closely bound to 
England and France. 

The dependence of the Little En- 
tente on France is generally much 
overemphasized. Within certain lim- 
its it is real enough, for it springs 
from a common interest in the pres- 
ervation of the treaties, but it will not 
be carried into action any farther than 
that common interest requires. The 
only serious criticism of Dr. Benesh's 
foreign policy from Czech sources is 
based on a fear that he is too accom- 
modating to France, and this in the 
country which owes France more than 
does any other except Poland. There 
is lively realization in all these cougtries 
that the danger of being expected to 
pull French chestnuts out of the fire 
has not passed, and every syccession 
state has chestnuts enough of its own. 
And given the firm belief, supported 
by a good deal of evidence, that every 
pound is working for the British Em- 


pire and every franc for the strength- , 


ening of French political hegemony, 
it is no wonder that eastern Europe 
turns to the disinterested dollar. 
Obviously, this advantage would 
not be ours if we were taking the active 
part in European politics which the 
original League idea implied. Rut 
such participation in European affairs 
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is now out of the question, even if 
America should take its place in the 
League. It is out of the question, 
because the League has not become 
the powerful instrument, the one 
agency of real international action, the 
one forum in which international dis- 
putes are fought out, which Mr. Wilson 
expected. Most unprejudiced ob- 
servers will agree that the League’s 
usefulness is already considerable, and 
is likely to be much larger. But it will 
be a long time before even a League 
including America would be able to 
impose effective restraint on the rival 
intrigues of the great powers. Even 
in the League, America would probably 
have only a somewhat tenuous con- 
nection with mest European diplomatic 
questions, and to that extent our 
present economic advantage would 
probably be retained. 


Our Toop AMERICAN CAPITAL 


Nevertheless, it is a fact that this 
advantage, in eastern Europe, arises 
almost wholly from distance and dis- 
interestedness. Notoriously, very little 
advantage is being taken of it; the 
dollar is probably the most timid 
creature on this planet. It is afraid of 
new wars, something that no European 
states want at present, and which 
most of them would like to avoid for 
all time. It is afraid, much more 
justly, of governmental incompetence, 
not unreasonably to be expected in 
new or greatly expanded states. To 
what extent must America get back 
into Europe to correct these con- 
ditions? 

I am not a financier or economist, 
still less a clairvoyant; but it seems 
that to a considerable extent they are 
corregting themselves. What Europe 
may. do of its own accord to reduce 
armaments and balance budgets is yet 
to be seen, but Europe seems to be 
much more deeply persuaded of the 
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necessity than a few months ago. It 
happened that I crossed the trail of 
Mr. Frank Vanderlip two or three 
times during his trip through eastern 
Europe last fall. He had not yet 
unfolded any of his schemes for a new 
heaven and a new earth, but was col- 
lecting information. In each capital 
he called in the finance minister and 
the leading bankers and asked a 
number of direct and searching ques- 
tions. And after finding out all he 
could, it was his custom to deliver a 
brief sermon full of the most unim- 
peachable economic truths. “You 
must increase production; you must 
export more; you must cut down over- 
loaded payrolls; you must increase 
taxes; you must make both ends 
meet." 

And inevitably, the day after Mr. 
Vanderlip had left town, the papers 
were full, not of accounts of the 
government's program of reforms, but 
of rumors that the visit of the great 
American financier would probably be 
followed, before long, by an American 
loan. 

All that seems to have changed, or 
to be changing. There is general 
realization now that American loaas 
will come only when conditions prom- 
ise safety. The placing of the recent 
Czechoslovak bond issue shows the 
way. Loans will come if the lenders 
think the borrower is managing his 
affairs properly, and not before—at 
least, loans which have no political 
conditions. Tt may be observed that 
recent British loans to Eastern Europe 
have apparently been based on business 
principles rather than political con- 
siderations—a sign that the British 
banker, as usual, is more alert than his 
American competitor. As in emost 
international financial matters. since 
the Armistice, the British banker in 
eastern Eurofe has started with a 
handicap which he has neutralized not 
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only by greater experience, but by 
greater daring. Americans who are 
willing to taMe the wildest chances at 
home are often afraid to take any 
chances abroad. 


OPPoRTUNITINS IN PRIVATE 
ENTERPRISE 


Moreimportantthan loansto govern- 
ments, however, are investments in 
ptivate enterprise. Here the advan- 
tage given to American capital by 
political disinterestedness is equally 
great; the security is usually better; 
the benefit to the country in which the 
enterprise is located is apt to be 
greater, and so is the profit. Yet 
American capital is slow, timid and 
often inept. Without making in- 
vidious distinctions, it may be said 
that in most countries of eastern 
Europe governmental venality is no 
serious handicap. Governmental reg- 
ulation of trade has been a great ob- 
stacle, till lately; but there is good 
prospect that before long that will be 
a thing of the past—outside of Russia, 
at least, which may be expected to 
draw most of the “sucker” capital if 
it is opened up to general investment. 

No doubt, the chief handicap of 
American capital will continue to be 
the lack of trained Americar direction. 
To some extent this may be supplied 
by returning immigrants schooled in 
Americap business practice and know- 
ing as well the country in which they 
work. In a number of instances this 
has been done. But it is already clear 
that expectations of remigration on 


,any noticeable scale will be disap- 


pointed. At the end of the War it 
seemed possible that this would be the 
most important phase of the influence 
of American life and ideals on the 
newly created or newly aggrandized 
states. Naturalized Americans who 
had made money, and learned how to 
make money, in the United States 
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were expected to go back in consider- 
able numbers to the old home and 
help in reorganizing the economic life 
of undeveloped or disorganized nations. 
Notably in Rumania, it was hoped that 
‘tthe place of the Germans in the 
business life of the country might be 
filled by competent Rumanian-Amer- 
ican business men. 


Аз a matter of fact, this movement ` 


has nowhere attained any considerable 
dimensions. Some remigration there 
has been; and often the returning 
emigrant found that though he had 
been, perhaps, imperfectly American- 
ized, he had been trained away from 
an understanding of the old home and 
its ways. In one or two notable 
instances, moreover, the inexperience 
and overconfidence of American-trained 
business men led to spectacular col- 
lapses which destroyed the prestige of 
all who came from America. Relief 
funds sent from America and relief 
workers going back from America 
have rendered valuable service almost 
everywhere, and the naturalized Amer- 
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ican, or his children, who go back 
only for & summer or so to enjoy the 
advantages of depreciated exchange 
and forbidden beverages, have done 
something to bring money into the 
country; but in the mass the im- 
portance of this is inconsiderable. 

Eastern Europe badly needs Amer- 
ican capital for productive develop- 
ment, but any investment on a large 
scale will require serious study by in- 
vestors and entrepreneurs, and the 
willingness of subordinate executives 
to learn the language and the ways of 
new countries. This is so obvious 
that there would be no need of saying 
it if American trade and investment 
abroad had not suffered so much by 
neglect of these simple truths. Our 
political isolation, more or less ac- 
cidental, has given us an investment 
opportunity quite as remarkable as 
our political opportunity of three or 
four years ago. It remains to be seen 
if the national timidity which threw 
away the one will lose the other, and 
with far less excuse. 


America and the Attempt at Genoa 


By James G. Мо)омдто 
Chairman, Executive Committee of the Foreign Policy Association 


HE Genoa Conference hes been 
one of the most interesting at- 
tempts to achieve peace that the 
statesmen of Europe have made since 
the Armistice. But why the need for 
the Conference? Certainly Europe 


has had conferences enough since the * 


War; certainly Europe has had peace 
treaties enough since 1918. But no 
one today seriously argues that the 


treaty of Versailles, that of St. Ger-' 


main, that with Hungary, or that of 
Sevres gave Europe effective, peace. 
No one today seriously argues that the 


numerous conferences which Lloyd 
George and his associates have held at 
many of the attractive watering places 
of western Europe have given real 
peace. 

I mention these peace treaties and 
these, peace conferences to emphasize 
what, to my mind, is the supreme fact 
in reference to the Genoa Conference, 
namely, that it is a desperate attempt 
on the part of Lloyd George to achieve 
what has not been achieved at any of 
these previous meetings, that is, effec- 
tive peace in Europe. 


AMERICA AND THE ATTEMPT AT GENOA 


ADVANTAGES OF THE GENOA Con- 
FERENCE 


What were the advantages which 
the Genoa Conference had over pre- 
ceding conferences? The most im- 
portant was the presence on a basis 
of equality of Germany and Russia. 
This facing of realities, this recognizing 
that Europe, if it is to be reorganized 
on a peace basis, must reéstablish 
normal relations with Germany and 
Russia, was a tremendous initial ad- 
vantage. 

A second advantage was that the 
Genoa meeting was held three and one- 
half years after the Armistice. The 
farther we get away from the War, the 
more all of us are able to face realities 
and deal with things as they are 
rather than with things as we might 
like them to be. 

The third advantage was the ab- 
sence of the United States. Iam going 
to try to prove later that it was a 
disadvantage to this country not to 
have been represented at Genoa, but 
I want to try to show at this juncture 
that our absence was an advantage to 
the Conference. Genoa profited by 
our absence, because, in my judgment, 
in reference to Russia, our Administra- 
tion has today a more uncompromising 
and less intelligént attitude than any 
other great power. It is my profound 
belief that Mr. Hoover and Mr. Hughes, 
insisting on their present attitude 
towards Russia, would have, had they 
been at Genoa, made the task of recon- 
ciliation even more difficult than it was. 
They are demanding acceptance of a 
formula, drawn up a year ago, that 
would involve the complete over- 
turning of the whole Soviet organiza- 
tion, which would, in turn, involwe the 
Communists’ committing suicide as 
far as their fundamental tenets are 
concerned. 115 a policy which in the 
present circumstances has no chance 
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of success. Our presence at Genoa 
would have strengthened the in- 
transigeance’ of France and weakened 
the force of Lloyd George's admirable 
stand for peace on the basis of mutual 
concessions. В 

Also, America’s presence at Genoa 
would have been a disadvantage be- 
cause we should not have been in a 
position to do anything except issue 
pious preachments. Europe is tired of 
pious preachments from America, un- 
accompanied by constructive собрега- 
tion. We were not prepared to do 
anything about allied indebtedness. 
We were not prepared to relinquish 
our claims against France or Italy. 
On the contrary, we would, perhaps, 
have read France a lesson as to the 
desirability of moderation in reference 
to Germany. However, our lectures to 
France on the advantage of moderating 
her claims against the vanquished, 
would have had little effect unless we 
were willing to give France an example 
of like, moderation. Until we are 
prepared to consider some kind of 
arrangement for the cancellation or 
reduction of France’s obligations to us, 
our advice to her is at once futile and 
gratuitous. 

Because of our dogmatic policy 
towards Russia and because we are not 
teady to do anything to help France, 
either with her economic problem or 
with he problem of security, our 
absence from Genoa was a source of 
strength to the Conference. 

If there were these elements of 
strength, what were the elements of 
„weakness at Genoa? Obviously, the 
most important were two: the ex- 
clusion from the agenda of any refer- 
ence to land armament or any reference 
to German reparations. No serious 
student of European politics today 
doubts that the two most important 
running sores in the European situation 
are the overbearing burden of land 
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armament and the failure to settle 
German reparations on а practical 
business basis. ‘ 


Our Own DISADVANTAGE 


For the United States, it was a 
distinct disadvantage that our repre- 
sentatives were not at Genoa. If we 
had gone, we might have learned much. 
We would have had an opportunity to 
learn that, in the eyes of many of the 
representatives there, our attitude 
towards the Soviets is just as dogmatic 
as that of the Soviets towards capital- 
ism. We would have been told that 
Europe, much nearer than we to 
Russia, much more vitally dependent 
than we on Russian rehabilitation, 
does not accept our doctrinaire four 
points as the most likely solution of 
the Russian problem. Perhaps we 
would have come to realize that if we 
are to expect Chicherin and his associ- 
ates to modify their Communistic 
formulas, we must be prepared to 
modify our capitalistic dogmas. More- 
over, I am confident that Mr. Lloyd 
George and Mr. Barthou would have 
managed, somehow, to make clear to 
our delegates that while they appre- 
ciated our advice about scaling down 
German reparations, they were con- 
vinced that reparations were tied up 
with inter-allied indebtedness and that 
America could best contribute towards 
the solution of the problem of German 
obligations by aiding in ‘finding a 
solution of the related and equally 
pressing problem of allied obligations. 
Whatever the effect of our presence 
on the Conference itself, had we gone 
to Genoa, we, at least, should have had 
an opportunity to profit. 

What happened at Genoa? It is 
difficult to summarize. There was one 
crisis after another. It was & wonder- 
ful opportunity for the headline artists 
of our newspapers, but no occasion for 
serious students of the economic situa- 
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tion. The excitement began with the 
startling crisis on the first day, when 
the Russian delegate, Chitcherin, had 
the “audacity” to suggest that, per- 
haps after all, disarmament might be 
discussed. Immediately the French 
delegate, Mr. Barthou, was on his 
feet exclaiming that if disarmament 
was mentioned, France must interject 
а positive, unequivocal No, No, No! 
The Russian did not miss his opportu- 
nity. Very quietly and tellingly Chit- 
cherin replied that he had understood 
the French at the Washington Confer- 
ence to suggest that one of the two 
reasons they could not reduce their 
army was the Russian army. There- 
fore, he had presumed that France 
would be glad that Russia was prepared 
to discuss the problem of proportionate 
reduction. Then Chitcherin sat down 
—a notable victory, in public opinion, 
won for Russia. 


ALLIED CLAIMS 


The second crisis was precipitated 
by the first statement of allied claims, 
amounting to about $12,000,000,000. 
The Russians countered by suggesting 
that if they owed $12,000,000,000, the 
Allies owed $60,000,000,000 for the 
destruction wrought im Russia in- 
cident to the allied-supported counter- 
revolutionary efforts of Wrangel, Den- 
ikin, Kolchak, ete. These figures were 
not taken seriously. The Allies did not 
believe that they were going to be paid 
$12,000,000,000. Certainly, the Rus- 
sians did not believe they were going 
to be paid $60,000,000,000. 

This crisis, prolonged for weeks, was 
ended when the Russians made their 
exhaustive, wordy, argumentative, and, 
we should add, somewhat provocative 
reply of May 11 to the allied memoran- 
dum of May 2. The gist of the 
Russian answer follows: 


Making exception of wasdebts "T 
the Russian delegation has declared itself 
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prepared to accept liabilities for the pay- 
ment of public debts on condition that 
losses caused Russia by intervention and by 
blockade are recognized. 

In Jaw the Russian counter-claims are 
infinitely better justified than the claims of 
the Allies and the Nationals. Practice and 
theory agree in imposing responsibility for 
losses caused by intervention and blockade 
on governments which institute them. 
Without quoting other cases, we shall limit 
ourselves to recalling the decisions of the 
Court of Arbitration at Geneva, September 
14, 1872, in the terms of which Great 
Britain had to pay the United States 
$15,500,000 for losses caused to that 
country by the privateer Alabama, which 
in the Civil War between the northern and 
southern states assisted the latter. 

Intervention and blockade on the part 
of the Allies and neutrals against Russia 
constituted on their part official acts of 
war. But in its desire to reach а practical 
agreement the Russian delegation, April 21, 
“entered on concessions of the widest 
description and declared itself disposed 
conditionally to renounce its counter- 
claims and accept the engagements of the 
former government in exchange for a 
number of concessions Е the most 
important being real credits placed at the 
disposal of the Russian government 
amounting to a sum to be determined in 
advance.” 

Unfortunately, this engagement by the 
powers has not been kept. The memoran- 
‘dum says nothing definite concerning the 
credits which the signatories would be 
ready to grant the Russian government, 
and the credits which they promise to 
grant to their nationals trading with 
Russia bear a discretionary character. 

In the same way the memorandum en- 
tirely defers the question of war debts, and 
“similarly leaves for discussion a mora- 
torium and the cancellation of interest on 
pre-war debts, remitting the final decision 
of this question to the competence of an 
arbitral tribunal instead of fixing it in the 
agreement itself, contrary to that which 
is provided even in the London themo- 
randum." 

Tf, nevertheléss, the powers wish to 
consider a solution of the financial diffi- 
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culties outstanding between themselves 
and Russia, taking into account the fact 
that this question necessitates, from the 
nature and extent of the claims presented to 
Russia, a study more profound and an 
appreciation more just of the credits 
available for her, this task could be en- 
trusted to a mixed committee of experts 
nominated by the conference. Я 
Russia came to the conference with 
conciliatory intentions. She still hopes 
that her efforts in this direction will be 
crowned with success. 


On the basis of this reply the Hague 
Conference of June 15 was agreed to. 


Tae “SECRET” TREATY 


The third crisis arose over the 
Russo-German Treaty, that “shocking 
secrel” treaty. It was merely a treaty 
of peace, a mutual cancellation of war 
claims and a general agreement to 
work together for the economic welfare 
of both countries. On the surface, it 
appears a very sensible, practical 
sort of proposal. But it shocked the 
diplomats inexpressibly. It was “trea- 
son"; it was “disloyalty”; it was 
“secret.” It was an amazing thing to 
see the diplomats shocked about a 
treaty, which was not really secret at 
all. It was published immediately 
after it was signed. It was amazing to 
find those same diplomats, who during 
the War did not even confide to the 
associated powers a whole series of 
secret treaties, leaving Mr. Wilson to 
go to Paris to settle the peace of the 
world without knowing the content of 
the most important treaties made 
during the War, so easily upset. It 
was surprising to find these same 
diplomats horrified and shocked by a 
treaty which was negotiated exactly 
as was our own treaty with Germany. 

The fact is that the allied outcry 
against the German and Russian 
treaty was largely camouflage, largely 
noise made to hide for the moment 
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their consternation or surprise. I 
do not believe that Lloyd George was 
at any time seriously disturbed by the 
Russo-German agreement itself, ex- 
cept as he anticipated it might forecast . 
& permament Russo-German alliance 
Which, if a general peace were not made 
with Russia, might ultimately en- 
danger the peace of Europe. 


RESULTS оғ THE CONFERENCE! 


Summing up the Conference: If we 
were today to assess the concrete 
results of the Conference, we should be 
able to do it very briefly, because there 
have been no concrete results, except 
the reports of certain technical com- 
missions on transportation and eco- 
nomics. These reports, however, are 
only preachments and must remain 
non-effective unless Europe can settle 
her political differences. Genoa has 
not been an economic conference at all. 
Our Administration was right when it 
anticipated that it would be primarily a 
political conference. There have been 
no concrete economic results. 

Moreover, Lloyd George has proba- 
bly failed to get his general non-ag- 
gressive pact. His intense desire to 
secure a general European treaty, 
embodying promises by each power 
not to attack the territories of its 
neighbors during ten years, has been 
frustrated. But failing in these things, 
the Genoa Conference has peen tre- 
mendously interesting as disclosing 
the real political forces in Europe. 
Genoa has been worth while because it 
has witnessed a meeting of realities. 


1 This paper was written before the Genod 
Conference had completed its work.—C. L. K. 
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Statesmien have dealt with real forces. 
Genoa has been like a lightning flash 
which, illuminating the darkness, has 
shown clearly the tendencies in present- 
day European alignments. Genoa has 
shown more strikingly than ever be- 
fore the virtual isolation of France. 
Genoa has shown the natural and 
inevitable tendency of Russia and 
Germany to draw together. Genoa 
has shown that in & division of this 
sort, the neutrals have inclined towards 
Russia and Germany rather than to- 
wards France. Genoa has shown 
England inclined towards Germany 
and Russia rather than towards France. 
Genoa has been a striking example of 
the danger to France of the policy she 
has pursued since the War. 

If Genoa fails, has it been France’s 
fault? Yes, is the easiest answer. 
Certainly, France must bear a con- 
siderable measure of the blame. But 
if Genoa breaks up and Europe divides 
into two warring camps, the respon- 
sibility is primarily ours. We have 
done nothing since the Washington 
Conference to help the European 
situation. We have been unwilling to 
go to Genoa; we have been unwilling 
to offer France anything; we have been 
unwilling to deal with Russia; we have 


-limited ourselves to pious, superior 


preachments which help Europe not at 
all. Until we are in a position to say 
to France that we are prepared to help 
her with her two major problems, the 
problem of security and the problem of 
economics; until we are prepared to say, 
"We will help you to be secure; we 
will help you to be solvent,” it does not 
lie in our mouths to blame France. 
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Russia as the Chief Obstacle to European Rehabili- 
tation—F rom the Labor Viéwpoint 


By Worum Емелавн WALLING 


Greenwich, Connecticut, formerly United States Envoy to Russia under the 
Chairmanship of Elihu Root 


IPLOMATS are wrestling in 

Europe with the psychology, the 
social philosophy and the phraseology 
of the Bolshevists. The diplomats 
have been studying these subjects for 
barely three years. European and 
American labor have been studying 
them, through direct relations, for 
fully seventeen years, since Bolshevism 
made its debut in Russia in 1906 at 
the time of the first revolutionary 
movement. Labor’s claim to under- 
stand the Bolshevists better than the 
average statesman or newspaper or 
article writer—or personally conducted 
guest of the Soviets—is in no way a 
claim to superior intelligence but to 
actual experience. 

Moreover, important as the Bol- 
shevists are to the world at large 
today they are even more important 
to the labor movement. They have 
repeatedly asserted that the modern 
and democratic labor movement is 
their chief enemy and they have spent 
the larger part of their energies’ and 
resources in combatting and in at- 
tempting to gain control of that 
movement, 

The Bolshevist attack on the labor 
movement has in no way lessened in 
intensity; it has merely changed in 
form. It is admitted that the Soviets 
have spent millions upon millions 
among the world’s leading nations for 
the corruption of the press, especially 
the labor press. Their offer of $375,- 
000 in one lump to the London Daily 
Herald is notorious. Today they have 
tens of millions of gold on deposit in 
the Western nftions, to say nothing of 
vast corruption funds in jewels looted 


from the Russian aristocracy and the 
Russian church. These sums are 
grossly insufficient to‘ provide the 
Soviet régime with the thousands of 
locomotives, the tens of thousands of 
cars, and with the other economic 
needs of their great empire. Applied 
for the purpose of bribery, or as so- 
called propaganda, they constitute the 
greatest corruption fund the world has 
ever known. And who will deny that 
these funds are in the hand of as un- 
scrupulous a band as modern history 
can point to? The Soviet propaganda 
beyond doubt is the most heavily 
subsidized, the most persistent and 
audacious, the most untruthful, the 
most highly ramified and successful 
the world has ever known. 


Lasor’s CONTACT WITH THE SOVIETS 


Labor understands this propaganda 
and its operators far better than do 
those who have had less experience 
with it. American as well as European 
labor continues in the most intimate 
daily contact and conflict with the 
agencies of the Soviets. It does not 
need to gvait for some international 
conference to make their acquaintance. 
Long before the newspapers and maga- 
zines or even the pseudo-liberals, who 
are such warm admirers of the Soviets, 
discovered the true nature of their 
system, international labor organiza- 
tions had renounced and denounced 
them. The International Federation 
of Trade Unions, radical as it is, 
declared that the Soviets had formed a 
new autocracy and were largely re- 
sponsible for the condition of the 
Russian people. The Second, or 
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Socialist International, which includes 
the British Labor Party, declared: 


'They (the Bolshevists) trod the desires 
of the Russian people in the dust, and in 
place of & democracy they established au 
armed dictatorship, not of the proletariat, 
but of & committee. Now they are at- 
tempting to impose their will and their 
decrees upon the socialist and labor parties 
of the whole world. They belong to the 

old world of tsardom. А 
* They may have ended waseslaverys 
they have established state-slavery and 
misery, They have robbed the workers of 
freedom of movement and of combination 
and are preventing the creation of economic 
democracy. 


At its last convention, the American 
Federation of Labor declared that the 
Soviet government has no claim to 
represent the Russian nation. By an 
almost unanimous vote, opposed only 
by four voices out of four hundred, 
that convention adopted a report 
which thus described the Bolshevist 
campaign in this country: 

The campaign for de facto recognition has 
been carried on with a redoubled intensity 
both in the subsidized revolutionary press 
and in certain pro-Bolshevist newspapers 
and weeklies. This propaganda has been 
particularly aggressive and misleading 
since the signing of a Soviet trade agree- 
ment by the British Empire—in order to 
protect its hold over Persia, Mesopotamia, 
India and other crown possessions, for the 
purpose of obtaining concessions€or British 
capitalists, and for other more obscure and 
sinister motives of secret diplomacy. The 
purpose of the agitation is not only to 
secure prestige for the Soviet government 
but to make friends for the Bolshevists 
and Communist International through a 
falsified picture of Russian conditions. 
This campaign has been concentrated, in 
large part, within the labor unions, with a 
view of overthrowing the bona fide labor 
movement of America as а condition 
precedent for the overthrow’ of the терине 
of the United States. ; 

Accompanying the open agitation prid 
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on by “he Soviet government. its “liberal” 
sympathizers, and the irresponsible yellow 
press, has been an effort of the third or 
Communist International and of its ad- 
junct, the new Red Labor Union Inter- 
national, to destroy the American labor 
movement by attacks from within and 
without—that is, by aiding the I. W. W. 
and at the same time forming ‘‘communist’’ 
nuclei within locals of the organizations affili- 
ated with the American Federation of Labor. 


Since the meeting of the Genoa 
Conference and even from the time of 
its first announcement all this agita- 
tion has redoubled in its intensity. 
W. Z. Foster, recently returned from 
Russia, has launched a new publica- 
tion and inaugurated a new movement 
to capture the American Federation of 
Labor and force it into joining the 
Red International, the object of which, 
according to its constitution, is, “to- 
gether with the Communist Inter- 
national to organize a working class 
for the overthrow of capitalism, the 
destruction of the bourgeois state and 
the establishment of the dictatorship . 
of the proletariat.” The Red Trade 
Union International openly repudiates 
the very possibility of “а peaceable 
transition from capitalism to socialism.” 


Тлвов’в Russtan Рошсү 


With their thorough and complete 
understanding of Bolshevism and the 
Bolshevists, the American unions are 
lined up almost solidly behind the 
Russian policy of the American govern- 
ment. However, they have worked 
out their attitude їп somewhat more 
detail. The Montreal] resolution (1920) 
declared: 


That the American Federation of Labor 
is not justified in taking any action which 
could be construed as an assistance to, or 
appróval of, the Soviet government of 
Russid as long as that government is based 
upon authority which has not been vested 
in it by a popular represehtative national 
assemblage of the Russian people; or so 
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long as it prevents the organizing and 
functioning of trade unions and the 
maintenance of a free press and iree public 
assemblage. 


Even the Cannes agenda, which was 
the basis of the Genoa Conference, say 
that in order to modernize the Soviet 
régime sufficiently for business pur- 
poses regular courts have to be con- 
stituted. European labor refuses to 
associate internationally with the Com- 
munist International unless the Soviets 
grant both jree speech and political 
amnesty for the thousands of labor 
union and socialist political prisoners 
who fill the dungeons of the Soviets. 
Ameriean labor makes practically the 
same demands and in addition re- 
quires some form of representative 
government. 'lhese demands are in 
entire accord with the Harding-Hughes 
policy. Last year, Mr. Hughes re- 
fused to have any relations with the 
Soviets unless four basic principles of 
modern civilization were recognized: 
freedom of contract, security for 
property rights, personal liberty and 
freedom forlabor. These rights cannot 
be guaranteed without a regular system 
of law courts, free speech and freedom 
of assembly and some form of govern- 
ment responsible to the people. 

Mr. Hughes has laid down an addi- 
tional principle of absolutely vital 
importance in dealing with people of 
this character. Bolshevist pledges 
being wholly worthless, the American 
government has declared its willingness 
to discuss the question of Russian 
relations only on the condition that 
there shall be not only verbal accept- 
ance of the changes but “convincing 
evidence of the consummation of such 
changes,” as well. American labor 
also, as its declarations show, fs not 
interested in Bolshevist promisés, and 
will be willing to consider the question 
of recognition only when convincing 
evidence is given that free speech, 
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freedom of dssemblage and a represent- 
ative goveynment are clearly and 
definitely established. 

Even the official British White Paper, 
published Jast year, pointed out that 
there could be no hope for the re- 
habilitation of Russia until “the 
policy of political oppression at home” 
as well as Bolshevist propaganda 
abroad were abandoned. 

European labor also is weary of 
Soviet promises and demands acts. 
The Soviets have made their famous 
revolutionary tribunal or political po- 
lice department, the notorious Che-Ka, 
a part of another department and have 
changed its name. ‘This subterfuge 
and others like it no longer deceive 
European labor. Karl Folmerhaus, a 
member of the Famine Relief Delega- 
tion sent to Russia by the International 
Federation of ‘Trade Unions, has 
published in the Socialist Messenger 
(No. 6, March 21, 1922) the following: 


At the present moment the “Сће-Ка,” 
which I consider the most abominable in- 
stitution ever used by any government, is 
subordinated to the Commissariat of Home 
Affairs. However, I do not think that 
Russian Socialists will gain anything by 
this ''reform" for safe-guarding their 
political rights. I am convinced that so 
long as the present system of persecution 
is applied toward Russian Socialists, any 
understanding and contact between Rus- 
sian Communists and the Western prole- 
tariat is Quite impossible. 


The Russian policy of American labor 
was brought down to date and restated 
by President Gompers last January 
when he declared: 


I am among those who first privately 
and publicly urged the need for an inter- 
national economic conference, but now, as 
then, my conviction is that such a con- 
ference should be summoned by the United 
States, that the United States should make 
tht agenda, and that there is no place in 
such a conference for Lenine and Trotzky. 
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President Gompers and his labor 
associates favored an igternational 
economic conference. They did not 
favoraconference which has admittedly 
become as much political as economic. 
. As to future international economic 
conferences, Mr. Gompers does not 
pledge himself to a conference held in 
the United States, but takes the stand 
it should be called by the United States 
and that the United States should make 
the agenda, His model is the Washing- 
ton Conference and his authority is 
labor’s support of the Washington 
Conference. 

Finally, President Gompers insists— 
upon grounds which are those of the 
American Federation of Labor—that 
there is no place in such a conference 
for Lenine and Trotzky, since that 
would involve their de facto recognition 
as having some right to speak for the 
Russian people. 

On this point Mr. Gompers says: 


The Soviets do not constitute a de facto 
government today any more than they did 
a year аро. The Soviet power is today as 
treacherous as then. Nothing has changed 
except the ideas of expediency entertained 
by some leading European politicians. 

The British government, for one, has 
played fast and loose with the Russian 
question. It succumbed to the “trade with 
Russia” propaganda, but it got no trade 
and admits that it got no trade. What it 
did get was a continuation of Bolshevik 
betrayal. , 

The Soviet autocracy is evidently winning 
a temporary victory in Europe, but there 
is no indication that its success will extend 
to the United States. 


The statement that the Soviet power 
is treacherous is & repetition of the 
position taken by ex-Secretary Colby 
and reaffirmed by Secretary Hughes 
when he says America refuses to 
consider Bolshevist promises without 
actual performance: . 

Mr. Gompers continues: 
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The autocracy of Lenine is as much an 
autocracy today as a year ago; it is as much 
without democratic sanction now as then, 
and it is as clumsy, selfish and brutal now 
as then. Nothing has changed in any 
essential except the political leaders of 
Europe, who have been too much inclined 
all along to view the Russian situation in 
the light of whatever might at the moment 
seem expedient, in total disregard of the 
democratic principles and ideals and the 
hopes and aspirations of the great mass of 
the Russian people. 

The political leaders of the United States 
are not compelled to make any concessions 
for the sake of political expediency and 
the industrial leaders long ago found out 
that experience with the Russian dictator- 
ship is costly and productive only of 
propaganda for the dictatorship. 


Applying all of these principles to 
the present situation and the immediate 
future, it is clear that American labor 
will fight to the finish against the effort 
now being made to drag the American 
government into another pseudo-eco- 
nomic conference which, whether it is 
held in Europe or America, would 
involve recognition of the Soviets and 
an economic entente that would main- 
tain and prolong their power. 


LABOR AND FURTHER CONFERENCES 


The promoters of the Genoa Con- 
ference, however, assert that confer- 
ences will continue’ until the Soviet 
government is brought into some 
international arrangement on a basis 
of equality with other nations. This 
is precisely the position taken by 
Trotzky in his last statement where he 
says: 


But we firmly count on the triumph of 
business common sense, first of all in 
America and afterwards in Europe. Genoa 
is not the last word in the pourparlers. 
Perhaps in the event of a break-up of the 
Genoa Conference, there will come a certain 
interval, but the pourparlers would be 
resumed some time later, more energetically 
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and much more business-like. Soviet 


Russia is prepared for this. 


The issue of the hour is the neat inter- 
national conference. Will the Amer- 
ican government, supported by Ameri- 
can labor, allow itself to be pushed into 
a Trotzky-Lloyd-George conference 
through the stupendous propaganda 
either subsidized or stimulated by 
foreign governments and interests? 
No word has yet been uttered by our 
government that would make us 
believe that this is a remote possibility. 
But the danger exists, nevertheless, 
for if the government cannot be directly 
influenced by a propaganda of false- 
hood, public opinion can be. 

American labor is fully aware of the 
danger and it also knows just what the 
influences are that are backing the 
pro-Soviet propaganda in this country. 
President Gompers pointed out the 
danger a few deys ago as follows: 


I can think of nothing that would be 
more fraught with disaster to humanity 
than American recognition of the Bolshevik 
power in any form—whether by entering 
into another "economic" conference at 
which America would sit cheek by jowl 
with Soviets, or in any other manner. 

In making these assertions I am mindful 
of the amazing propaganda with which 
American public life is being flooded. Iam 
mindful of the intrigue which is everywhere 
about us and above all I am mindful of the 
newly adopted policy of the American- 
Anglo-German banking group, which 
perhaps constitutes the most dangerous 
element in the whole chain of pro-Bolshevik 
effort in America, because it has its hands 
on the most power. 

The truth is that predatory international 
finance has its appetite up and believes it 
sees loot in Russia. 

I know of nothing more cynical than the 
attitude of European statesmea and 
financiers toward the Russian muddle. 
Essentially it is their purpose as laid down 
at Genoa to place Russia in economic 
vassalage and give political recognition in 
exchange—recognition in exchange for 
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concessions. Whey know immediate trade 
is not to befhad, but they know that, 
eventually, they can get at the gold, the 
coal, the oil, the timber and future products 
of the soil. 

Russia herself is on the bargain counter, 
behind which stands Lenine as a bandit 
merchant, to take what he can get and 
what will serve his purpose in exchange for 
the heritage of a people rendered helpless 
by him and his. America, let us hope, will 
continue to stand for Russian economic 
independence as well as political freedom. 

It is my understanding that America 
stands by the policy that we can have no 
dealing with Russia until there is in that 
country а government answerable to the 
people put in office by the people. Prime 
requisites are elections, free press, free 
assemblage, free speech, none of which has 
existed since Lenine created his autocracy. 


Mr. Gompers did not mention the 
cynicism of the Soviets. They may 
fail in their efforts to sell the inheri- 
tance of the Russian people in return 
for the means to tighten the hold of 
their tyranny. But whether they fail 
or succeed they have already indicated 
that they intend to tell their followers 
that it is they who have defeated the 
attempt of the foreign capitalists to 
take advantage of Russia’s miseries 
for the purposes of plunder. Abroad 
this brazen falsehood will be accepted 
only by Communists and pseudo- 
liberals. But the helpless Russian 
people, permitted to read nothing but 
Bolshevist propaganda, may continue 
to believe it as long as the Soviet 
régime continues. 


SIGNIFICANCE OF SOVIET 
RECOGNITION 


Let us not be deceived as to the true 
significance of conference with the 
Soviets. It means compromise with 
the forces of destruction. If there 
were any doubt as to this it would be 
removed by the almost identical lan- 
guage used by Trotzky and Lloyd 
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George. In his statemegt of May 4 
Trotzky again says that {two systems 
of property are carrying on pourparlers 
at Genoa,” and that the Bolshevists 
are standing for the “collective man- 
agement of the working classes.” The 
Red Army chief then continues: 

The leading European diplomatists ap- 
pear still to consider that the labor revolu- 
tion in Russia is not the beginning of a new 
and historical world epoch but a mere 
temporary change of one form of property 
for another. They thought by force to 
induce us to the old forms of property, but 
this failed. 


Or take the language of the Soviet 
reply handed to the Allies on May 11. 
The Soviets there portray themselves as 
representing “the collective tendency 
in social organization” engaged in con- 
flict with “capitalistic individualism!” 

Here is the very keystone of the 
entire Bolshevist propaganda. Yet 
instead of repudiating this view, what 
do we find Mr. Lloyd George doing? 
We find him deliberately adopting it. 
In his first memorandum on the Genoa 
Conference the British Premier said: 


It is essential that the conflict between 
rival social and economic systems, which 
the Russian revolution so greatly intensified, 
should not accentuate the fears of the 
nations and culminate in an international 
war. 


What else is this “conflict between 
rival social and economic systems, 
which the Russian revolution so greatly 
intensified” but  Trotzky's world- 
struggle between “proletariat” and 
“bourgeoisie? ” 


Turory or Rivan Socian Systems 


Lloyd George agrees with the Bol- 
shevists that it is & conflict between 
rival and social economic systems that 
is driving towards war. Now it is 
clearly a major object of Bolshewst 
diplomacy—if not the major object— 
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to make it appear that there is a con- 
flict between two social systems, by 
which the world is being torn in half, 
and that the Bolshevists represent one 
of the halves, the half that stands for 
the future and against capitalism. Far 
from accepting the verbose party 
dictatorship set up by the Bolshevists 
as. “a rival and social economic sys- 
tem,” America regards it as the mad 
series of experiments and expedients 
of a small band of fanatics, unable 
even to conceive a social system, to say 
nothing of working it out against the 
will of their enslaved subjects, a régime 
able to obtain power only because of 
the absolutely extraordinary state of 
prostration and paralysis that pre- 
vailed in Russia after the overthrow of 
the Czar and maintained in power by 
the friendly attitude of certain Euro- 
pean governments ready to pay any 
price for Caucasian oil and any black- 
mail for the demobilization of the Red 
army. 

The Soviets, far from being regarded 
as a powerful rival economic and politi- 
cal system threatening Europe, are 
portrayed in Mr. Hughes’ notes—and 
also in Mr. Hoover’s characterizations 
—as having been incapable even of 
checking the progressive economic 
collapse of their country. 

Nothing could be more false than 
Trotzky’s declaration that Secretary 
Hughes is trying to dictate to the 
Soviets “which forms of property and 
what methods of legislation and man- 
agement we ought to inaugurate in our 
own country.” On the contrary, 
Secretary Hughes regards the forms of 
property, legislation, and management 
of the Soviets as likely to continue for 
the present and as quite sufficient— 
without any acceleration from outside 
rapidly to reduce their power and finally 
to destroy it. Mr. Hughes calls it a 
process of “progressivé impoverish- 
ment." 
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It is a warfare not between two 
social systems but between the social 
system called modern civilization and 
the fanatic disciples of an ignorant and 
destructive social dogma. The same 
ignorant fanaticism which led the 
Bolshevists to think they could take 
possession of the earth through a 
world-revolution, emanating from an 
incredibly backward country, leads 
them now to believe they can publicly 
force the nations of the world to make 
concessions to their dogma and use 
this new prestige further to develop 
their power at home and abroad. 

As Mr. Frank Vanderlip has just 
pointed out, “Lloyd George has at- 
‚ tempted to force compatibility between 
two fundamentally incompatible sys- 
tems,” one of which is largely re- 
sponsible for “the evils that have 
fallen on Russia”—though the chaotic 
and fantastic ukases that did so much 
to produce the Russian disorder hardly 
deserve the name of system. The 
American financier points out that “if 
Mr. Lloyd George, like Lincoln, saw 
that Europe cannot be divided between 
two systems—like America at the time 
of the Civil War—Genoa would not 
have been convened.” At least the 
Soviets would not have been invited. 
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Mr. Узпдег р points also to the only 
conceivable fsolution—though, again, 
his language is not quite accurate. 
He says: “Russia should have complete 
freedom to retain and experiment with 
her social order, but so long as it is 
communistic it must be isolated." It 
is not Russia which is doing the ex- 
perimentmg but a relatively small 
band of fanatics; it is not Communism 
which must be isolated, but this 
fanatical band. But the principle is 
sound: non-intervention and isolation 
as long as the Bolshevist régime con- 
tinues. 

There can be no rehabilitation if 
Europe gives a new lease of power to 
the most destructive régime since the 
days of Genghis Khan. Democratic 
civilization is even more fundamen- 
tally and squarely challenged by Bol- 
shevism than it ever was by Prussian- 
ism.  Ex-President Wilson had the 
support not only of labor but of the 
entire public opinion of the world when 
he declared during the World War that 
America would refuse to deal with the 
Kaiser and would consent to deal only 
with the people. That principle is even 
more vital to world civilization and 
progress, in dealing with the Russian 
problem. 


The World's Need of International Citizenship 


By Аммот ROBINSON 


Manchester, England, British Delegate ard Executive Secretary of the Manchester Branch of the 
Women’s International League 


N Europe, and perhaps as definitely 
in Great Britain as in any other of 
the countries of Europe, we have had a 
very hard experience since the Armis- 
tice was signed in 1918. Because of 
that experience abstractions in politics 
are not, it seems'to me, of quitethe same 
interest in Great Britain as they are in 


America. We are not at the moment 
so interested in the question of revenge, 
in the questions of ethics or in the 
questions of moral values, in which, 
judging from your newspapers, your 
politics are involved at the present 
time. We have had, following upon 
the Armistice, a very prolonged period 
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of unemployment which] has assumed 
very large proportions. We had, when 


I left Britain in April," very nearly 
9,000,000 of our skilled workers entered 
on the Labor Exchange lists as looking 
for work and unable to find it. 

If you take the family unit in Great 
Britain at its average of five persons, 
just under 25 per cent of our popula- 
tion is at the present moment living 
on unemployment insurance, on relief 
from the guardians and on any savings 
that may be left from the period of war 
prosperity and the boom that followed 
for a short time after the signing of the 
Armistice. 

To have, as we have, an industrial 
population, that is dependent largely 
on export trade, in the position that I 
have just indicated means very hard 
and very real thinking. It is impossible 
in our country just now to separate 
politics from economics or economics 
from politics. What has been said at 
Genoa by the representatives of Great 
Britain as to the necessity of forgetting 
these abstractions that apparently 
still exercise the minds of politicians, 
and getting down to the real position 
of the great mass of the common people 
of Europe, represents very largely the 
average opinion in Great Britain. 


Enaura Lasor No Drsme 
For REVENGE 


The great mass of our workers are 
not in any way desirous of revenge on 
any of the late Allies. They are not 
desirous of taking part in military 
expeditions into Russia. It is true 
that the after-war experiences of our 
industrial country has led to a realiza- ^ 
tion that we had not had before—a 
realization not only of the inter-de- 
pendence of trade, of the inter-de- 
pendence of commerce and of the 
inter-dependence of finance, but also 
of the inter-dependence of the ргоз- 
perity and the standard of living of 


NALS OF THE AMERICAN ACADEMY 


the great mass of the workers in 
Europe. Because of this new compre- 
hension of our inter-dependence, of our 
close articulation, and of our close 
relationship to each other, when it 
was proposed in 1920 that our govern- 
ment should again help to finance 
another filibustering expedition into 
Russia, the mass of organized labor 
in Great Britain protested. They 
protested in the following fashion. As 
soon as it became evident in 1920 that 
preparations were being made by Great 
Britain to take part in the expedition, 
the very largetrade unions immediately 
took action. I think the trade Unions 
in Great Britain are a much stronger 
and a much more integral part of our 
social and political life than they are 
here. The mass of our workers belong 
to trade unions. Our trade unions are 
very large bodies, and they have a very 
considerable social and political power. 
They have a direct representation in 
the British House of Commons. 
Numerically, the representation is 
small, but politically and economically, 
their power is very great. 

As soon, then, as this military 
expedition was under consideration the 
great trade unions and the political 
labor party immediately set up, in 
London and in every one of our large 
provincial towns bodies that were 
known as Councils of Action. The 
Council of Action represented the 
labor political party, the trade unions 
and a large part of liberal and progres- 
sive thought. These Councils of 
Action in each of the towns and in 
London immediately organized depu- 
tations and authorized the sending of 
telegrams, the sending of letters and 
publicity in every one of our great 
cities," A huge demonstration was 
organized in Manchester. I should say 
that this demonstration, the largest 
one—there were many minor ones in 
the outskirts of the city—must have 
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been attended by probably between 
one-sixth and one-fifth of all the in- 
habitants of the city. Similar ex- 
periences were found in Glasgow, in 
Leeds, in Bristol dnd in every one of 
our centers of industry. Those demon- 
strations unanimously said that we 
would not stand behind our govern- 
ment if a further military expedition 
were sent into Russia. "There was 
complete unanimity: so great was the 
unanimity that the idea of sending 
further military expeditions into Rus- 
sia was immediately dropped, and the 
policy that Mr. Lloyd George is trying 
to carry through at Genoa at the 
present time in demanding a recogni- 
tion of the Russian government and 
the resumption of trade with Russia, 
has been very largely the policy of our 
country since that action was taken 
by the trade unions in the autumn of 
1890. 


Economic ÍINTER-DEPENDENCE 


I wish to leave the very clear im- 
pression that the great mass of the 
voters in Great Britain at the present 
time do not desire revenge. They 
know that war came in 1914 as a 
result, of many causes; that it was, 
indeed, a tangled skein that led to that 
sudden declaration of war and the 
involving of Great Britain in that war. 
Our workers know that since the War, 
and particularly since the signing of 
the peace in May, 1919, the standard 
of living of the great mass of our 
workers has been very seriously re- 
duced, and is being still further 
reduced. The existence in Germany 
of those coal miners that are producing 
the 2,000,000tons of the reparation coal 
sent into France every month, free of 
charge, and the depositing of that coal 
in France, has meant the under-selling 
of British coal in all the markets of 


Europe. Our workers realize that just 


as the German miners are in a certain 
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sense slave Workers for Europe, work- 
ing for a wage that means underfeeding, 
that mean& inferior clothing, that 
means continued mental distress, that 
means suffering to their families, so 
the existence of that slave labor in the 
mines of Germany has reduced not 
only the volume of trade but the 
standard of wages in Great Britain 
and at the present time is doing the 
same thing for many of the miners in 
France. For it is not only in Great 
Britain that the existence of this slave 
labor in Germany, in the name of 
reparations, has reduced the wages of 
the miners and the standard of living, 
and caused unemployment but it is 
true also in France to an increasing 
degree. 

To our workers, therefore, the whole 
result of the War so far has been a 
worsening of the position of the mass 
of the workers, a depreciation of trade, 
a lowering—a matter of greater im- 
portance to the informed labor opinion 
of the country than perhaps we realize 
—a lowering of moral values, a coarsen- 
ing, & very serious coarsening, of our 
social life, and an increase of crimes of 
violence. Our workers, recognizing 
that, feel that what our polities in 
Great Britain should be striving for at 
the present time is reconciliation, 
resumption of trade and a basis of 
understanding among the mass of the 
peoplea of Europe that wil make the 
sudden declaration of a great war an 
impossible event in the future. 

I ought to say that I believe—and in 
this, perhaps, the men of Great Britain 


* would not agree with me—I believe 


that the enfranchisement of women, 
and the great increase of women 
members of our trade unions, has 
something to do with the moral recoil 
that undoubtedly is manifesting itself 
in the mass of the workers against war, 
militarism and its implications. 
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Now as to what has Happened to 
our trades: I am going to take the 
cotton trade, because, obviously, that 
is a trade that will be of interest to 
American readers. In Lancashire, as 
you know, we have a teeming popula- 
tion employed in the cotton industry. 
My home is in Manchester. Within 
twenty miles of the heart of Manchester 
we have actually & larger population 
than within twenty miles of the heart 
of London. We have a great number 
of large towns thickly populated, and 
the prosperity of those towns depends 
on the cotton trade. We get our raw 
cotton partly from America, partly 
from Egypt and partly from other 
places. This cotton is spun into yarn, 
woven into cloth, and made up into 
garments. The greater part of the 
results of this cotton industry is 
designed for the export trade. It is not 
realized how important the markets of 
Central Europe were to this industry. 
Oldham and Bolton are two large 
spinning towns. Bolton is largely a 
spinning town and Oldham is almost 
exclusively a spinning town. Forty 
per cent of the cotton yarn spun in 
these towns used to be exported to 
Germany. A fairly large percentage 
used to be sent to Austria and to 
Central Europe. 

Today Germany wants to buy that 
cotton yarn even more eagerl$ than 
she bought it in 1914. Austria wants 
it very badly. I visited Vienna this 
last summer and in the first-class hotels 
in Vienna there was a famine in such 
humble things as towels and table 
napkins. I was also told that in the 
homes of the people there was a 
tremendous shortage of necessary un- 
derclothing for the children, and that 
the women were suffering greatly from 
the same shortage. And, to a certain 
extent, this is also true in Germany: 
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Great Britain is like a shop-keeper in a 
neighborhood where all his customers 
have become paupers. The Germans 
can not afford to buy our cotton yarn, 
not because they do not want to buy 
it, not because we do not want to sell it, 
but because, owing to the depreciation 
of the value of German money, follow- 
ing on the reparations treaty and the 
continued uncertainty of the political 
and economie relations of Europe, 
they cannot afford to pay the price 
that we must obtain, with the result 
that almost 60 per cent of our spinners 
are unemployed. 

A large proportion of our industrial 
class are working perhaps one week out 
of three, and this is not confined to 
spinners. Take our next process, 
weaving. We weave very large quan- 
tities of thin cotton cloth of various 
kinds for export to China. The China 
trade was a trade of very great im- 
portance, indeed, to Manchester ship- 
pers, and Manchester shippers were & 
very important part of the industrial 
fabric life of Manchester. China’s 
customer for many of her goods was 
Russia. She sold very large quantities 
of tea, and very large quantities of silk 
to Russia. But the Russian market is 
closed and China has no output for 
these goods on her northern and west- 
ernfrontiers. Whatistheresult? The 
result is that China has neither the 
money nor the credits to buy great 
quantities of cotton cloth. The weav- 
ers then, are in as bad a position as 
the spinners, and our shippers and our 
warehousemen are in as unfortunate a 
position as are both the spinners and 
the weavers. 

It is not only, of course, the China 
trade that is closed to us, but in many 
parts of'the Levant and in the Near 
East, our markets, owing to the dis- 
turbed state of the various countries, 
areunableto absorb the usual products, 
and the Indian situation complicates 


NEED ок INTERNATIONAL Coe 


and makes even more difficult the 
position of the cotton trade in Man- 
chester. We feel in Great Britain, in 
our relations with the other powers in 
Europe, as if the one crying need of the 
day was a realizetion of fundamental 
facts. Today nct only do we have 
international art and international 
drama and international music, but 
we also have irternational finance, 
international trade, and international 
industry. So closely articulated and 
so closely interwoven are these things 
that a dislocation such as has followed 
on the great European war and on 
that very ill-conceived peace treaty, 
and such as has followed on the boy- 
cott of Russia, makes it clear that 
without peace and without reconcilia- 
tion there is no very happy prospect in 
front of the great mass of the inhabi- 
tants of Europe. 


Ореміҹа tHE Russian FRONTIER 


We feel—and in this I am, perhaps, 
touching on difficult ground—we feel 
that probably a good deal of moral 
indignation has been wasted on what 
has gone on in Russia. We feel that 
probably the affairs of Russia, the in- 
side economy of Russia, the form of 
government that the majority of the 
Russians apparently chose, is a matter 
of more concern to Russia than it is to 
outsiders. 

When I came over in the Cedric 
some time ago to America, we were 
held up overnight within the three 
mile limit, and immediately all those 
good Britishers who wished to buy a 
drink on board a British ship were 
unable to do so because of your pro- 
hibition laws in America. We might 
have just as well said, I think, we 
Britishers on board the Cedric, “This 
is a tremendous interference With 
personal liberty, and we don't like the 
American government because of it," 
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which we hav¢ become familiar. 
Much that is happening in Russia is 
on all four’s with the point I am trying 
to make about prohibition. You may 
not like it; I may not like it; the people 
in Great Britain may not like it, but 
what goes on in Russia and the form of 
government that Russia desires to have 
is no more the affair of Great Britain 
than it is of America. When you chose 
to set up a Republic, it grieved us, but 
you made your own choice, and so have 
the Russians. We feel in Great Britain 
very very keenly that probably if we 
are ever going to have what we hope to 


as utter the Tm of Russia with 


‘have, a peaceful and a reconciled 


Europe, if we are not going to have so 
many people living on the verge of 
starvation, if we are not going to have a 
repetition of that horror in the Balkan 
region, if we are never going to have 
these things again—we must somehow 
or other open the frontiers of Russia 
and obtain the raw materials she has 
in such abundance and the markets she 
is willing to offer. If we did that, we 
might probably take a very great step 
forward to what is absolutely essential 
in Europe if our political relations are 
going to be successful, and that is, the 
reduction of the inflamed spirit of 
nationality and the realization among 
the great mass of the inhabitants of 
Europe that although you are a good 
Frenchmayp, or a good Britisher, ог a 
good Spaniard, or a good German, that 
that is not enough; that in a world of 
international art, of international litera- 
ture, of international finance, inflamed 
netionality is impossible, and that 
probably what is the.matter with 
Europe today is the clashing of the 
two ideals of national and international 
citizenship. Nationality must flow 
beyond frontiers, and must extend, 
so that citizenship, as well as trade 
and” industry and commerce, goes 
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beyond the outer boundaries of one's 
own country and become continental 
and inter-continental. 

I think that in Great Britain, 
partly, as I said, through the knowl- 
edge of the coarsening effect of the 
War, partly through this prolonged 
period of unemployment, partly be- 
cause of the realization of the awful 
sufferings in central and eastern 
Europe, we are having a very sound, 
compulsory education in an inter- 
national outlook. We feel probably 
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that in the years that lie ahead of us 
we in Great Britain will never again 
be quite so closed in within our little 
island but be able in a more liberal 
spirit, to realize that we cannot have 
those clashing ideals; that a narrow 
nationality and twentieth century 
realities have to be reconciled, and 
the only possibility of reconciliation 
lies m burying all those abstract ideas 
about justice and revenge and repara- 
tions and beginning again in a new 
spirit and with a new ideal. 


The New International Spirit and the Failure 
of Nationalism 


By Міле. THERESE PorrECHER-ÀRNOULD 
French Delegate of the Women’s International League, Member, Committee of Relief for 


Russian 


T seems to me that, as Norman Angel 

has so well pointed out, the chief 
cause of the War rested on the action 
which nations, because of an expanding 
population and increasing industry, 
were forced to take in order to msure 
the best conditions possible for their 
people. They were pushed to terri- 
torial expansions and an exercise of 
political and military force against each 
other. 

We have considered nations as rival 
units but it seems from thefresults of 
the War and the recent consequences 
also of the peace treaty that a great 
economic law has been ignored; which 
is, that the politics of nations being 
closely interwoven with economics} 
the economics bf nations are closely in- 
terdependent. 

Now during the War we put in com- 
mon our men, our goods, our food and 
the means of transportation. Just after 
the Armistice, instead of keeping those 
organizations, instead of pooling what 
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was left of our resources—not only with 
our former allies but with our former 
enemies, and even the neutral countries 
as well—instead of uniting our efforts 
on both sides in order to get the confi- 
dence on which credit depends, instead 
of utilizing the labor of demobilized men 
to start reconstruction work at once, we 
returned tothe old traditions of an obso- 
lete nationalism. We opposed to the 
sensible conception of coóperation, the 
notion of each one scrambling for him- 
self; we returned to the medieval no- 
tions of booty, of spoils, and we began 
to deprive Germany of her means of 
producing by taking the coal mines of 
the Saar and also by not lifting the 
blockade for nearly sixteen months, or, 
perhaps longer. Yet, the liabilities of 
France rested onthe ability of Germany 
to work for the restoration of the in- 
vadéd North of France. 

Then, too, what about the Balkani- 
zation of Central Europe? There are 
districts which are industrial and dis- 
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triets which are not mdustrial, and each 
needs the otherin orderto live; but they 
have been cut off from one another. 
What have we now? Instead of estab- 
lishing a European Federation of 
States, in imitation of the United 
States, which, has common trans- 
portation and the same system of 
customs and currencies, a federation 
which would have been good for 
Europe, we returned to our false na- 
tional pride, with the result that now 
Central Europe and Russia are still 
starving or at least, very much im- 
poverished. In Russia, Austria and 
Germany ever since the War there has 
been industrial unrest. There were 
upheavals in Italy and in Germany for 
а time. If France cannot collect the 
indemnity due by Germany she will be 
a bankrupt. England and the neutral 
countries who have a higher rate of ex- 
change are suffering from unemploy- 
ment and there are numerous business 
failures. Europe just at present is in a 
state of economic chaos. There are, of 
course, tremendous problems to be 
solved now on account of the mistakes 
which have been committed. 

It would have been possible just after 
the Armistice to have had quite a dif- 
ferent solution, because there were 
tremendous hopes among the liberal 
parties. They claimed at the time to 
be in favor of the Wilsonian fourteen 
points. They were all for peace in 
France. There was no militarism at 
this time; there was no nationalism at 
all; we were all rejoicing in the hopes of 
everlasting peace. But now what have 
we? We have bitterness; we have 
resentment; we have mistrust and fear, 
not only between the former enemy 
countries but also between the Allies. 
We have to face this fact. We have to 
be very frank about it, as that is the 
only way to try to find efficient 
remedies. 
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Let us now speak very frankly about 
this problem of reparations. I not 
only want to discuss the interest of 
France, but I want to discuss it in a 
very disinterested and scientific spirit, 
if I can, for in so doing I am sure to 
present the views of some of our best 
economic experts. This reparations 
problem is the crucial problem now. 
For instance, if we want to make Ger- 
many pay by force, in turn we have to 
pay for a tremendous army. One or 
two months ago, $17,000,000,000 had 
already been paid by Germany; most of 
it has gone for France’s military ex- 
penditures. Secondly, if Germany is 
to pay she must have a big export trade. 
She must have some means of raising 
money. Now that means the revival 
of German industry, and that revival 
has begun. There was a boom in 
German industry, which was helped 
by many business men, not only of the 
neutral countries but of the allied 
countries, who invested in marks— 
and what happened? Marks began to 
decrease; marks were sinking down 
lower, and lower, so that after that, 
while the Germans realized some 
benefits, when they wanted again to buy 
raw materials (which they have to buy 
from the other countries because their 
own reserve is exhausted) they found 
that, even with the benefit they had 
realized, they had to pay such high 
rates that they were working at a loss. 

Now I want to show that when we 
try to hit our neighbor economically, 
sometimes we hit ourselves harder. 

e General Foch said, “We are here to 
make you pay and you have to pay. 
We don't mind if you can't pay; you 
must pay.” Germany tried to raise 
money. She had to buy foreign cur- 
rencies. Then she paid. There was a 
sudden influx in France and allied 
countries of money, but there was still 
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the same amount of goods,to be sold, so 
that the price of commodities was raised 
and money depreciated. 

Another instance also: If we want 
confiscation in order to solve the 
problem, let us confiscate, let us invade. 
But, then, our credit will decrease be- 
cause our credit, as I told you, rests on 
the ability of Germany to pay and 
Germany will be paralyzed and unable 
to pay. For instance, in April, 1920, 
when our French armies went to Frank- 
furt and to the Ruhr Basin, a dollar 
was worth nearly 18 francs, which 
meant that the franc was going 
down and down. That is just one 
example. 

If we make Germany pay by her 
labor, by sending us raw materials, 
there is in France a strong opposition 
from our own builders and contractors 
in the North of France, and also from 
the new factory owners who have built 
their factories just because they wanted 
to sell to the French people and to ex- 
ploit the North of France. I say “ex- 
ploit,” which is rather a strong word; 
I mean, they want to have an outlet in 
the North of France for their goods. 
But what if the North of France is 
overflooded by cheap German goods? 
It means really that if we stick to the 
old traditional policy, we shall have to 
ask ourselves, “Shall France be half, or 
even three-quarters ruined, in order to 
make Germany utterly ruined?” Is 
it a good policy, even for or own 
country? The remedy, it seems to me, 
is first to give up the old traditions of 
narrow nationalism. We have to start 
a new international spirit. There is 
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no other remedy for it. We must 
start a new ideal, and put patriotism on 
a higher plane. You know that for 
election purposes we had the slogan, 
“Germany will be made to pay,” but 
it does not work now. Our own people 
can see that, especially our. working 
classes, who are heavily burdened by 
indirect taxation, for indirect taxation, 
as you know, burdens most the poorer 
classes and also keeps the price of 
commodities very high. 

Unemployment in France is also be- 
ginning to be felt, though France is still 
self-supporting on account of her large 
tural population. Yet even this rural 
class is now threatened with heavy 
taxes. 

I think we must, then, give up our 
tradition of nationalism, and most of 
our working classes and most of our 
liberals, who are many more than you 
imagine in this country, are in favor of 
this solution of the problem. They are 
also discussing now—though it is, per- 
haps, very indiscreet on my part to tell 
you so—whether the general cancella- 
tion of debts would not be better for 
each party. They think, also, that 
perhaps we should have to float inter- 
national loans. In order to help Ger- 
many to pay us we have already had to 
float loans to Germany, a scheme which 
seems rather ludicrous. We must 
realize that we shall not get out of this 
vicious circle, this tangle, of the repar- 
ations problem if we do not oppose a 
policy of good will, of coóperation based 
оп sound, economic sense and under- 
standing to the obsolete conception of 


spoils and war indemnity. 
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Germany’s Part in World Reconstruction 


By FRaAuLEIN Gertrop Barr 


German Delegate, Secretary of the German Section and Member of the International 
Executive Committee of the Women’s International League 


NE of the most important factors 

in restoring the balance of Europe 
and the world is that part to be played 
by Germany. Is Germany going to 
base her system on the old methods of 
autocracy and secret diplomacy, or is 
she willing to codperate in the concert 
of European powers? 

Germany today is a republic, a 
democracy based on her new constitu- 
tion. But that is not enough. This 
new democratic constitution must be 
carried out in a democratic spirit; her 
political system must be based on 
non-violence and understanding. This 
is in the view of all forward-looking 
German men and women the only way 
for her to win the confidence of the 
world. For all of us in Germany who 
knew the mentality of pre-war and 
war-Germany, realize that the organi- 
zation of the world depends just as 
much, at least, on moral principles and 
forces as on economic. In order to 
rebuild Germany, some synthesis of 
economic and moral energies, therefore, 
must be found. 

Germany has gone through so many 
changes and upheavals during the War 
and during the revolution, that she 
has to concentrate much of her work 
on the resettling of her internal affairs, 
but the test for a political renewal is 
largely her management of foreign 
policies. We have, as you know, at the 
head of our department of Foreign 
Policies Dr. Walter Rathenau, a very 
able man who merits the confidence of 
the world, since he is willing to co- 
operate with our neighbors on the 
basis of negotiations and mutual under- 
standing. 

When I left Europe J heard of the 
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treaty between Germany and Russia 
that had just been drafted at Genoa. 
As I was on board ship I did not see its 
text, but I hope it is based?on full 
renunciation of profit on either side 
and on organization and reciprocity. 

Russia has an immense stock of 
goods which Germany needs, just as 
Russia needs Germany’s technical 
skill and initiative. It was the fear of 
Bolshevism in Germany, as in some of 
the other countries, that up until very 
recently prevented an alliance with 
Russia, but is not Bolshevism a symp- 
tom of sickness at the soul of the 
Russian people, just as militarism was 
of the body of the German people? 
Both will be abolished if the barriers are 
laid down and a free exchange of goods 
is guaranteed. 

Reciprocity is the basis of all foreign 
policies today. German relations to 
Russia will be greatly facilitated by the 
new agreement between Poland and 
Germany, according to which the 
liberty of transit through the territory 
of Poland is granted for goods passing 
between Germany and Russia. 

One of the most important steps in 
the direction of the peaceful develop- 
ment, ndt only of Germany but of the 
whole Continent, is the solution of the 
Upper Silesian question. You will 
remember that this question was 
referred by the Supreme Council to the 
*Council of the League of Nations, after 
England and France, as a result. of the 
unsatisfactory plebiscite, were unable 
to agree on the frontier between 
Germany and Poland. Three towns 
with a German-speaking population, 
Kattowitz, Beuthen and Koenigshu- 
ette, I think they were, had been given 
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over to Poland. The text of the new 
treaty has not yet been published in 
American papers, but onelof the most 
important points of it is that the troops 
will now be withdrawn on either side, 
for during the last month this corner of 
Europe has been in constant danger of 
new atrocities and cruelties on both 
sides. I hope that the withdrawal of 
the troops will stop new complications. 
It is the Upper Silesian question, more 
than any other, which shows only too 
clearly that conflicts will never be 
settled by brute force. Brute force 
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breeds. brute -force, which means 
destruction; what Europe needs today 
is productive work and peaceful re- 
construction. 

The problems of Europe are the 
problems of the world. America is 
involved in them. The rehabilitation 
of Germany, as of Europe, is dependent 
on America. Thus her coöperation 
with Germany is needed. Free ex- 
change of goods on the basis of free 
trade is the only solution of the eco- 
nomic chaos. Free trade makes for 
international peace and relationships. 


The Rehabilitation of Europe Dependent 
Upon. America 


By Sm Grorar Parsa! 


London, England, Editor of the Statist, formerly, Adviser to the Chancellor of the Exchequer 
and the British Treasurer on Financial and Economic Questions 


EVER has a nation been faced 
by a graver responsibility or had 
a greater opportunity for good than 
the responsibility and opportunity 
which are right in front of America 
today. If America accepts the re- 
sponsibility and uses her opportunity, 
the world will move forward under 
American leadership to a state of well- 
being never , hitherto attained. If, 
however, America refuses responsibility 
and neglects her opportunity, then 
every nation including America will 
sink into unprecedented poverty. 
Before the world was so closely 
bound together by economic, finan- 
cial and other ties, each nation had to 
live its own circumscribed life and to 
be content with that degree of well- 
being or ill-being brought about by 
the unavoidable fluctuation in the 
volume of its annual production. But 
ever since the introduction of the rail- 
way, the steamship and the banking 
system created a great volume of 
international trade, these conditions 
have gradually disappeared, and now 
if any nation falls into misfortune 
almost the whole world shares that 
misfortune, while if any nation enjoys 


prosperity, all the world shares in its. 


good fortune. Hence the extremely 
wide fluctuations in the fortunes of 
individual nations which occurred ins 
former times have become much 
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less violent and every nation makes 
more regular and more sustained 
progress. 

The increasing well-being of every 
nation, arising from the development 
of world-production and of world- 
trade, has not only enabled the pro- 
gressive nations of Europe to buy the 
produce and goods of other countries 
much more freely, but it has also per- 
mitted them to supply capital to 
nations which needed it, for the pur- 
pose of opening them up to trade and 
developing their natural resources, 
thereby making their productions 
available to the entire world. 

America could never in so short a 
space of time have attained the high 
degree of prosperity she had reached 
prior to the War but for the supplies of 
European capital obtained for the con- 
struction of railways in the agricul- 
tural and mineral districts. Nor could 
America have developed her productive 
power in the wonderful manner she did 
had she not enjoyed wide markets for 
her products in the densely populated 
countries of Europe. 

On е other hand, it would have 
been impossible for the European na- 
tions to have maintained their rapidly 
increasing populations but for supplies 
of food and raw material, especially 
cotton, from the United States. The 
American people were assisted and 
stimulated to produce freely in order 
not only to satisfy their own needs, but 
to send to Europe products in pay- 
ment for foreign goods and services as 
well as for interest upon the credit or 
éapital they obtained from Europe. 


147 


148 


Europe was a friendly banker to 
America, as well as a good customer. 


REVERSAL or POSITION 


The disaster of the War has com- 
pletely reversed this position. In 
consequence of the War and of the 
great demand for American produce 
at high prices, America has been able 
to repay the greater part of the capital 
which she had previously borrowed 
from Europe and, moreover, has been 
able to lend to Europe a very large 
sum of money. Therefore, instead 
of America’s needing a good foreign 
market for her produce in order to 
pay the interest and principal of the 
sums she has borrowed, she herself 
now needs to give a good American 
market to enable Europe to pay interest 
and principal on the sums she has lent. 
Before the War, America needed to 
sell abroad produce to the value of 
250 to 800 million dollars a year in 
order to pay interest to Europe on 
capital borrowed, whereas, now, she 
needs to buy from abroad, goods and 
produce to the value of nearly 1,000 
million dollars a year to enable Europe 
to pay the interest on as well as 
the principal of the sums America has 
lent. 

The American people have ceased 
to be world-debtors and have become 
world-creditors. From needing for- 
eign banking accommodation they 
have become world-bankers. From 
needing mainly to sell, they now need 
mainly to buy. In fact, the War has 
changed America into a world-banker 
and а world-trader. World-banker 
implies world-trader, that is, one will- 
ing to sell goods on credit to other 
nations and to accept payment of 
interest and principal in other goods 
or produce. 

The extraordinary increase in the 
wealth of the British people, living as 
they do on a few small islands, із“ 
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entirely due to the fact that they 
became world-bankers and therefore 
world-traders, employing their capital 
wherever it could be profitably 
employed, supplying to other nations 
goods upon credit and buying from 
other nations whatever produce or 
goods these nations might desire to 
sell in order to make payment of 
credits granted. 


AMERICA АВ WoRLD-BANKER 


The question which America has 
now to decide is whether she will 
remain a world-banker and become a 
world-trader, or whether she will 
endeavor to confine her banking and 
trading activities to the limits of her 
own boundaries. If America should 
seek to reverse her policy of recent 
years, then not only would she be 
unable to sell anything like the quan- 
tity of produce she has sold since the 
War began, but she would be unable 
to sell as much as she sold prior to the 
War. The present inability of Ameri- 
can cotton planters to sell their cotton 
in foreign markets would be not tem- 
porary, but permanent, and the exist- 
ing difficulty of selling American agri- 
cultural products to other countries 
would be intensified. The foreign 
demand for American mineral products 
would also permanently decline, while 
foreign buying of American manu- 
factured goods would entirely disap- 
pear. Nor would there be any ex- 
pansion in the American home demand 
to make good the loss of the foreign 
demand. 

Withthe loss of theirforeign markets, 
American cotton planters and pickers 
would be able to buy less, not more, 
food or manufactured goods. With 
the loss of the foreign demand for their 
products and with a diminished de- 
mand from the cotton states, American 
farmers would be compelled’ to buy 
fewer manufactured goods, and to use 
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the railways less freely. At the same 
time, the contraction in home demand 
for American manufactured goods, 
arising from the inability of American 
cotton planters and farmers to sell 
their produce abroad, would plunge the 
industrial and banking districts of 
America into great poverty. 

Upon the well-being of the rest of 
the world, the effect of the restriction 
of America’s activities to the limits 
of her own boundaries would be even 
more disastrous. The increasing 
production of American cotton, of 
American foodstuffs and of American 
manufacturing specialties and the 
ability of the rest of the world to buy 
them, have hitherto immensely con- 
tributed to the expansion of world- 
prosperity, and if the peoples of the 
world were unable to obtain them in 
the future, a most distressing situation 
would arise. 

'The War has most seriously reduced 
the power of Europe to grow her own 
food by reason of the very severe loss 
of manpower which it entailed. At 
the same time, war and civil war have 
immensely reduced the production 
of Russia, the country which, prior to 
the War, supplied the manufacturing 
nations of Europe with even more 
food than America did then or is doing 
now. Ц for any reason, such as lack 
of credit and the inabihty of Europe 
to make payment, America were 
unwilling to supply Europe with food 
at the same time that Europe’s own 
productions were small and no supplies 
from Russia were available, a large 
percentage of the people of Europe 
would inevitably starve. A situation 
would then be created over the whole 
of Europe similar to that existing in 
Russia. The starvation of Europe 
as well as of Russia would inevitably 
entail poverty and anarchy throughout 
the entire world, from which America 
herself could not escape. 
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If Europe is to continue to buy 
American food, cotton, minerals and 
manufactures, it is obvious that Amer- 
ica must be prepared to give additional. 
credit until Europe is able to make 
payment and America is willing to 
accept payment in goods and produce. 
At the present moment Europe needs 
her own goods for the purpose of 
repairing the war damage, and even 
if America were willing to buy them 
Europe could not sell very much; but 
to justify herself in raising additional 
credit in America Europe must see 
her way to the payment of the interest 
and principal of such credits by means 
of her exports and by the services she 
is prepared to render to American 
tourists. With the present avowed 
policy of America to prevent the 
influx of imported goods and produce 
as far as possible, Europe cannot see 
how it will be possible for her to pay 
the existing annual sums she owes to 
America for interest and principal, 
leaving out of account the service of 
the additional credits she requires. 

Thus one of the first things essential 
to the rehabilitation of Europe is the 
abandonment by America of a policy 
designed to promote exports and to 
restrict imports, plus the full recogni- 
tion of the actualities of the existing 
situation in which America has no 
longer to pay interest abroad but has 
to receive large sums both for interest 
and for principal, a situation that de- 
mands at least as much willingness to 
import as to export. 

* As soon as America makes it clear 
that she is willing to accept: repayment 
of her credits, together with interest 
on them, in goods, produce and serv- 
ices, the credit situation will at once 
improve. И is obvious that Europe 
will be in nc position to send immense 
quantities of goods to the United States 
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in repayment of short credits, nor 
would the American people be willing 
to buy European goods in sufficient 
quantity to enable short credits to be 
redeemed. Credits of twenty-five or 
thirty years, carrying sinking funds of 
2 or 2% per cent per annum at the out- 
side, are essential both from the point of 
. view of the lender and of the borrower, 
if Europe is to continue to buy from 
America at the present time. Credits 
to Europe must be financed by inves- 
tors rather than by bankers, and by 
securities and good bonds rather than 
by short bills. 

Owing to the great fall in prices, 
which has largely resulted from the 
difficulty experienced by Europe in 
buying what she needs, the amount 
of the credit required from America 
is now much less than it was two years 
ago before prices had fallen. Never- 
theless, the sum needed is enough to 
absorb the whole of America’s sur- 
plus production of food, cotton and 
manufactured goods for the next five 
years, surpluses which will not be sold 
unless credit is granted. When a great 
structure needs to be rebuilt after a 
fire, the whole work must be completed 
if it is to be of real value. The task 
of restoring Europe demands that it 
should be carried to completion so that 
the various nations will have no diffi- 
culty in earning incomes large enough 
to enable them to become self-sup- 
porting and to repay the intgrest upon 
and principal of any credit that may 
be granted for the purpose of recon- 
struction. 

Last year, America’s excess of 
exports over imports was about £400 
millions sterling. If prices fall still 
lower, as they are likely to do until 
adequate credits are granted, it may 
be that the value of America’s surplus 
available for export will decline fur- 
ther, but on the basis of last year’s 
prices and allowing for interest upon 
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existing credits, Europe will probably 
need additional credits from America 
of about this sum annually for the next 
five years. This is about the sum that 
will be required if Europe is to restore 
her productive power, adjust her 
budget balances and reorganize her 
currencies. At the end of five years, 
however, Europe should need no fur- 
ther credit, and should pay annually 
whatever sum for interest is due, as 
well as a reasonable percentage of the 
sums borrowed. 


SECURITY AND PAYMENT 


America cannot be expected to 
grant these credits without adequate 
security and, if adequate security is 
to be given, Europe must adopt a 
poliey that will completely assure 
American investors that, after the 
credits have been granted and spent, 
Europe will be able to repay her debt. 
This assurance can be given only if 
all the European nations greatly 
reduce their armaments, pursue a 
policy which guarantees peace and 
assist each other to recover from their 
injuries. Neither can it be given 
unless the American people are will- 
ing to accept payment of interest and 
principal of any credit in goods апа. 
services. 

It is clear that both Germany and 
Great Britain are still fundamentally 
strong and that their productive power 
is large enough to take care of any 
reasonable obligations they may incur. 
Credit granted by America to Europe 
must be based mainly on the ability 
of Germany and Great Britain to 
redeem it. 

Responsibility for the reparation 
of Europe has already been accepted 
by the German government, but the 
amount demanded for reparation is 
so large as to be beyond the power of 
any nation to pay it. If America 
could secure the adjustment of the 
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reparation claim to Germany’s powers 
of payment, another great obstacle to 
prosperity would be removed. Amer- 
ica needs to discover how much Ger- 
many can and will pay annually 
towards the reparation of Europe, and 
how much America would be justified in 
lending to Europe in anticipation of 
Germany's annual payments. Repa- 
ration can be paid by Germany over 
a long period of years, but the work of 
reconstruction cannot be delayed and 
credits need to be raised as the work 
proceeds on the security of Germany’s 
promise and ability to pay. 

The responsibility of collecting the 
annual reparation payments from Ger- 
many must rest with the nations to 
whom reparation is due. Neverthe- 
less, it is essential to bear in mind that 
the power of most of the nations of 
Europe to redeem any credit granted 
to them for reconstruction will greatly 
depend upon the receipt of reparation 
from Germany. If for any additional 
credits she grants, America were able 
to obtain the combined guaranty of 
the European nations receiving the 
reparation, backed by the willing 
promise of Germany to make reason- 
able reparation, the security of the 
credit would be unquestionable. Of 
course, this assumes that America will 
be willing to accept payment of interest 
and principal of such credit in world- 
produce freely. Unless America were 
willing to import the produce and goods 
that must be sent to her, and to receive 
the services which Europe could ren- 
der to her for interest and principal of 
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her credit, it is obvious that the credit 
could not be repaid even when Europe 
was restored. 


SUMMARY 


Thus the rehabilitation of Europe 
in large measure depends upon the 
following factors: 

1. Without the assistance of the 
United States, the rehabilitation 
of Europe will be impossible and 
trade depression, unemployment 
and starvation will grow still more 
intense. 

9. It is essential for America to 
maintain her position as “world- 
banker" which she assumed dur- 
ing the War. 

8. It is equally essential that Amer- 
ica should now definitely assume 
the function of “world-trader,”’ 
the corollary of “world-banker,”’ 
and that she should not only sell 
her own productions freely, but 
should buy without hindrance or 
restriction the productions of 
other nations. 

4, America must grant additional 
credit to Europe for reconstruc- 
tion purposes on the security of 
German reparations plus the 
guaranties of the Entente nations, 
to the limit of her surplus sup- 
plies of produce and goods— 
supplies which otherwise she 
would be unable to sell. 

5. Amprica must freely accept pay- 
ment for any international cred- 
its she may grant in inter- 
national goods and services. 
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America’s Cooperation Needed for the Rehabilitation 
of Europe 


By Gzorcr N. Barnes 
House of Commons, London, England, M:nister Plenipotentiary, Paris Peace Conference, 1919 


LL well wishers to their kind can- 

not but deplore the present un- 

settled world conditions and the tragic 
results arising therefrom. 

The Great War would almost seem 
to have been waged in vain, for the 
high hopes which sustained the al'ied 
and associated peoples during its 
horrors have not been realized. We 
fought the War to get rid of Militarism 
and Europe still groans under arms— 
Europe has now as many men in uni- 
form asin 1918. We lived in the vain 
belief that release from the German 
menace would enable us to apply our 
means and resources to the plentiful 
production of those things which would 
bless and fertilize the homes of the 
people. And now we find ourselves 
engulfed in poverty deeper and bleaker 
than any in our pre-war modern expe- 
rience. 

What are the causes of this post-war 
anti-climax? As regards initial causes, 
there will, of course, be common agree- 
ment. The waste of war and the dis- 
location of trade and commerce were 
the first causes of our abnormal 
troubles. But it is now three years 
and a half since the War ended and we 
have made but little progress’ toward 
betterment. Yet the mere statement 
of the present troubles and of their 
initial causes would surely seem to 
indicate the road upon which we 
must travel to find and apply the 
remedies. 

The troubles are world-wide. They 
began with the War. The world has 
been thrown out of joint. There are 
countries which have neither credit nor 
productive power to create it, and there 
are others whose productive capacity 


is unimpaired but which have lost the 
markets wherein to sell. Hence un- 
employment and poverty with at- 
tendant evils! And these can be effec- 
tively dealt with only by the emergence 
and application of the same spirit of 
coöperation in which we waged the 
War. No small sectional or even 
national measures will suffice. "These 
will be, as they have already been, 
submerged by the great ocean sweep of 
world-wide causes. We must deal 
with our post-war problems as world- 
problems and in the light of inter- 
related economic facts. 

But, alas! instead of being imbued 
with a coóperative spirit, nations and 
classes appear to be guided and ani- 
mated even more than in pre-war days 
by the spirit of conflict. Therein lie 
the causes of our present troubles. 
"There is an ultra and irrational nation- 
alism on the one hand and an equally 
ultra and irrational inter-nationalism 
on the other. The first was born of 
the undue emphasis laid on the princi- 
ple of self-determination and it has 
produced a frenzy of spurious national 
feeling which scorches and blights all 
arouudit—especially in the new and the 
small states. The second is the prod- 
uct of that class-war teaching which 
has found tragic expression in Russia 
and which has also produced industrial 

„conflict, with its loss and waste, in all 
lands—eighty-eight million working 
days’ product was lost in England 
last year by strike and lock-out. 

The first need of a disrupted and 
impovesished world, then, is a change 
of heart. But, аз a means to that end, 
we need better international organi- 
zation in the light of facts regarding the 
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past knowledge of the true basis of 
hope for the future. 


LIQUIDATION ок Wan PROBLEMS 


What are the facts? First, we 
should be clear about the War—how 
it eame and what it involved. The 
democratic countries in Europe did 
not want war. It was forced upon 
them. They had either to accept war 
or accept dominance of an autocratic 
power. But, once war began, the 
allied peoples became committed, not 
only to the liberation of peoples sub- 
ject to alien rule, but also to the 
further task of guiding and guarding 
the new states during their essays in 
self-government. No man seemed to 
recognize that more clearly than 
President Wilson, whose noble ad- 
vocacy of the rights of peoples found 
an echo in all lands and became en- 
shrined in the League of Nations 
Covenant. But, if this be conceded, 
it then follows that all those who en- 
gaged in the War were committed to 
render their help in the liquidation of 
the problems arising out of it. The 
subject peoples became the wards of all 
who fought for their liberation. The 
liquidation of all the aftermath of war 
became, in fact, as important an obli- 
gation as the settlement of the terms 
of peace. Until that liquidation is 
complete, the War, in a very real 
sense, is still unfinished. It will not be 
finished until the nations are living in 
security or until minorities of race and 
of religion are assured of protection and 
opportunity for self-expression. Those 
were the ideals which animated the 
democratic peoples during the War, 
and they should have been regarded 
by the allied and associated govern- 
ments as the legitimate fruits of victory 
to be gathered in before separating. 

But now, in the light of these con- 
siderations, let me put some facts in 
regard to the attitude of the United 
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States in the War and after it. Let 
me put them bluntly and without 
circumlocution. After all, there 
should be perfect candor between 
friends. For the first three dreadful 
years of struggle, Europe sacrificed the 
best and bravest of its young manhood 
while the United States piled up 
profits in the manufacture of firearms. 
Only after three years did the United 
States begin to realize that Great 
Britain and her allies were fighting for 
American as well as for European 
freedom. From then on the United 
States poured out men and money in 
the winning of the victory in the field 
of battle but grew weary of well-doing 
when the destructive work of the 
soldier had to be laid aside for the 
constructive work of the statesman. 
The apparent unconcern of the United 
States in regard to this latter office has 
led to added trouble for Europe. 


CONSEQUENCES OF AMERICAN 
SEPARATION 


Take, for instance, the problems of 
the Near East. Delay in their settle- 
ment has enabled the Turk to rear his 
head again to resume authority over 
lands which he had blighted by his 
misrule and to regain power over the 
remnants of peoples whom he had al- 
most exterminated by his lust and 
ferocity. And there has been no word 
of concern from America, no offer of 
help to Ave. Yet Europe was led to 
believe by President Wilson that his 
fellow-countrymen were concerned 
about the Armenians and the Christian 
minorities who were under Turkish 
domain. Paris peace delegates were 
under the impression that the settle- 
ment with the Turk could be safely 
left till problems nearer home had been 
disposed of. But, when the Turkish 
settlement had to be made, the United 
States was practically out of the 
picture and the subsequent situation, 


154 


aggravated by Greek chauvinism, was 
skillfully exploited by Turkish diplo- 
macy. 

Again, the failure of the United 
States to ratify the pact to protect 
France against possible future ag- 
gression has been a cause of bloated 
armaments in that country, which in 
turn have afforded a plea or pretext for 
bloated armaments in other countries. 
And, finally, the infant League of 
Nations, which was launched into 
existence under the guidance and in- 
spiration of President Wilson, has 
been left “in the air” by his fellow- 
countrymen. 

I submit then that on a consideration 
of the facts of the past, and especially 
of the events following upon American 
separation from the Allies, Europe 
could fairly claim reconsideration of 
her attitude on the part of the United 
States of America. Participation in 
the War and in the terms of peace 
constitute, in the light of subsequent 
facts, a claim for resumed participation 
by America in the reconstruction and 
rehabilitation of a disrupted world. 

We are all grateful for the initiative 
of the United States Government 
which led to the great conference at 
Washington! but what is needed is not 
only ad hoc conferences for special 
purposes but continued and sustained 
coóperation so that there may be a 
common policy maintained and en- 
forced by the weight of all concerned. 

Land and air armaments remain to 
be dealt with. And they fail to be dealt 
with in the light of another significant 
fact which has emerged from the War.» 
Russia today largely determines the 
armaments of Europe. She has nearly 
a million and a half of men under arms. 
Poland is on the Russian border and 
ean scarcely be expected, under ex- 
isting circumstances, to disarm and 

1Conference on the Limitation of Armament, 
Washington, D. C. November 11, 1921. 
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put herself at the mercy of such a 
neighbor. France,also, makes common 
cause with Poland in fear of Red 
Russia, as well as cf Germany, and all 
the other European countries follow in 
the wake. They have no option but to 
rely for security upon their own 
strength, for there is, as yet, no 
authority which can guarantee se- 
curity to them. In the absence of 
great states from membership, the 
present League of Nations cannot be 
wholly relied upon for safety. 

What is needed is & voice that will 
speak for all the nations of the earth 
in favor of disarmament and, after- 
wards, ior the maintenance of security 
for each nation. If the United States 
would but again make common cause 
with all the European nations in the 
promotion of an ell-embracing League 
of Nations a great step forward would 
be taken in the direction of such dis- 
armament and security. Until there 
is & common understanding between 
the United States and Europe—in- 
cluding Germany and Russia—and 
until there is the necessary machinery 
and sanction to give effect to it, there 
can be no guaranty of peace. Indeed, 
the world might now at any time be 
again plunged into war by sheer 
weight of metal. Russia has taken the 
place occupied by Germany prior to 
1914. 

How to bring Russia into the new 
comity of nations is the present 
outstanding problem, and the problem 
is the more difficult because of the 
animosities which have been en- 
gendered by war and counter-war 
waged on her territories since the 
revolution and because of the compli- 
cations arising out of the pre-war 


debts 


RxassociATION, THE Нори or EUROPE 


A move of the United States in the 
direction of reassociation with Europe 
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would probably affect Russian as well as 
German mentality, and I am sure that 
such a move would be heartily wel- 
comed and responded to in England. 
We here look on helplessly at the waste 
in armaments of resources which are so 
sorely needed to restore the economic 
health of the nations, and we watch 
with alarm the working out of the 
narrow particularisms which are the 
underlying motives of the policies of 
some countries. There is, for instance, 
the growing tendency towards export 
taxes on raw materials—a form of 
economic warfare from which, by the 
terms of her constitution, the United 
States is precluded from taking part. 
There are as yet the unrestricted and 
growing air forces and there is the im- 
patience of labor everywhere and the 
propagation of wild theories by men 
and women who quite openly profess 
their hatred of the existing social order 
and their determination to destroy it, 
if they can. : 

The safeguard for civilization as 
against revolution is by full coöperation 
between America and Europe. And 
I am sure that such coóperation would 
be in the interest of both, for the pros- 
perity of each is necessary for their 
common welfare. Take it on the low 
ground of cash. Europe is indebted 
to the United States to the tune of 
some ten thousand million dollers. 
She can pay all the easier in pro- 
portion as the way is found to her 
recovery. Failure to shoulder re- 
sponsibilities—except by general agree- 
ment—would have & most injurious 
effect on her credit. On the other 
hand, the United States may suffer 
from economic and industrial indi- 
gestion by pushing her claims too fast. 
Great Britain is making provision for 
payment of interest in October of this 
year in accordance with arrangements 
made with the United States three 
years ago; and, if there is no agree- 


155 


ment tc the contrary, she will con- 
tinue to deal with the American debt 
as she has already dealt with all ex- 
ternal debts. Most other countries 
have, as a matter of fact, been paid off 
by Great Britain. But much of her 
debt to America Great Britain incurred 
in respect to  war-alies who ате 
also and independently indebted to 
her. 

This question of inter-alied and 
European indebtedness presents many 
interesting features. "There are ques- 
tions of priority, of overlapping debts, 
and of the element of time of payment 
as bearing upon trade. It constitutes, 
in fact, such a labyrinth of economic as 
well as moral consideration as might 
well form the topic of special exami- 
nation by experts and subsequent dis- 
cussion by delegates at a conference of 
the nations concerned. Credits and 
exchanges might, of course, be brought 
under review at the same time. There 
are countries so poor and helpless that 
they tend to drag others down to their 
level; there are fluctuations of ex- 
changes from day to day so violent as 
to increase the difficulties of trade 
restoration. 

'These things, it is true, are being 
discussed now at Genoa, but Genoa 
suffers from the fact that United 
States delegates are not present for 
United States codperation is in a 
special degree necessary for economic 
and cial rearrangement. The 
United States occupies a relatively 
strong position because of ber com- 
parative independence. She holds two- 
thirds of the gold of the world and she 
has the raw materials and resources for 
sustenance of her people within her 
own borders. But, even so, she would 
gain by the gain of other countries, for 
her surplus manufactures would then 
find an outlet at present closed by lack 
of purchasing power of countries which 
have been most impoverished by the 
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War. And her ultimate good depends 
upon her power of absorption more 
than upon the power of debtor 
countries to discharge their debt obliga- 
tions. 


POSSIBILITIES oF CodérERATION 


I should like to see Genoa followed 
by another conference of all the powers, 
convened by the United States, at 
which the question of debts and in- 
debtedness might be treated as a world- 
problem rather than as a matter of 
jsolated arrangement by debtor and 
creditor countries. I see no reason 
why neutral countries should not come 
in. They benefited by the War and 
might well be asked to bear some of its 
cost by underwriting some of its debts 
—an idea by the way which might 
also be applied to the liquidation of 
German liabilities for reparations. If 
there is no such conference, then I 
hope that the United States may be 
induced to come into some scheme of 
mutual help which may emerge from 
Genoa. But after all, either of these 
would be but a bad second best as 
compared with frank reassociation of 
the States in European affairs. 

When, therefore, I am asked what 
the United States can do to help 
Europe I can only say that, in my 
judgment, she can do but little in iso- 
lation but that she might do a great 
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deal in association. The Washington 
Conference did something towards 
world recovery and Genoa may do 
more, but neither of them would have 
been necessary if there had been full 
understanding and coöperation be- 
tween Europe and America. I should 
like to see the problems which have 
emerged directly out of the War 
cleared out of the way as soon as 
possible and I should like to see the 
United States taking a hand in the 
clearance. Then the Supreme War 
Council would no longer linger super- 
fluous upon the stage and the course 
would be clear for an all embracing 
League of Nations in which the United 
States could take a leading part. 

After all, the conditions are different 
now from those obtaining two years 
ago. In the first place, there is a 
disposition now on the part of the 
League members to recast parts of the 
Covenant. And, in the second place, 
an International Court of Justice is 
now part of the League organization. 
Jt is the court for which the United 
States so long and honorably labored at 
the Hague and elsewhere. It is anal- 
ogous to the Supreme Court of the 
United States, and is indeed largely 
the work of Mr. Elihu Root, the 
eminent United States citizen. Will 
‘the United States come over and 
further help us? 


Self-Help Befote American Cooperation in the. 
Rehabilitation of Europe 


By Тонм Jacosp Rogers 
Washington, D. C , Member of Congress from Massachusetts 


S America’s coóperation indispen- 
s&ble to European rehabilitation? 
Before I attempt to answer this ques- 
tion irom my own viewpoint, it may 
be interesting to note the attitude of 


Eurape. If we are to accept the utter- 
ances of European statesmen, the 
answer is unquestionably in the affirma- 
tive—that American coóperation ts in- 
dispensable to European rehabilitation. 


SELF-HELP BEFORE ÀÁMERICAN CoÓPERATION 


View or EUROPE 


Speaking at Genoa on April 26, 
Lloyd George said, “I wish America 
were here. We want America because 
she exercises a peculiar authority. 
Americà could exercise an influence 
no other country could command." 
Dr. Walter Rathenau said, “Never 
did a nation hold the fate of the Con- 
tinent in the hollow of her hand so 
indisputably as does the United States 
at this moment." The Russian dele- 
gates at Genoa said, “Financial assist- 
ance from foreign sources is absolutely 
vital for the economic reconstruction 
of Russia.” The context and other 
similar remarks by the representatives 
of Russia make it clear that they were 
alluding to the United States. 

As recently as the third of this 
month, during the debate at Genoa, 
the necessity for American participa- 
tion in any rehabilitation of Europe 
was repeatedly mentioned. In con- 
nection with the financial report, Dr. 
Gomez of Portugal and other delegates 
emphasized the need of obtaining 
American support for European finan- 
cial reconstruction. 


Тлкимноор cr A RELIEF PROGRAM 


Of course, the views of European 
ministers cannot bind America either, 
(1) as to the course we should pursue 
or, (2) even as to the real truth, 
whether, from the standpoint of Europe, 
American aid is vital. With these two 
points I shall deal later. First, I wish 
to discuss the likelihood that the 
United States, as a government, will 
embark upon an ambitious relief 
program. Such a program might take 
the form (1) of cancelling or modifying 
the ten billion dollar debt now owed us 
by Europe or (2) of advancing further 
credits to the several countries of 
Europe, in proportion to their need, for 
the direct purpose of assisting in their 
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fiscal and economic revival. Speaking 
as a man in politics, and seeking to 
deal with the question as one of fact, 
stripped of any other consideration, I 
say positively that I am convinced 
that America will never embark upon a 
general program of debt cancellation 
or money grants or loans to Europe. 
The apparent exceptions seem to me 
only illustrations of the truth of my 
statement. Just before Christmas, 
Congress appropriated $20,000,000 for 
the purpose of supplying corn, seed 
grain, and wheat to starving Russians. 
Last month, Congress authorized the 
extending for twenty-five years of the 
payment of principal and interest of 
the debt incurred by Austria for the 
purchase of flour, on condition that the 
other creditor nations should do the 
same. There is now! pending before 
Congress a bill authorizing the pay- 
ment to Liberia of $5,000,000, which 
had been placed to the credit of that 
country in 1918 but never actually 
transferred to, her in whole or in part. 
This bill passed the House May 10 
by the very close vote of 148 to 139. 
These three instances evidence, I 
think, the extreme limit to which the 
American Congress—and I believe the 
American people—is willing to go. 
We are prepared to appropriate money 
to assist in relieving actual famine or 
other physical distress, and we are 
prepared to make good our pledged 
word. ‘Phus far and no farther will we 
go. Just possibly, where we cannot 
help ourselves, we may assent to 
postponement of interest payments. 
. We will not, generally speaking, for- 
give debts and we will not loan large 
sums of money for European recon- 
struction. Please bear in mind that I 
am discussing neither what Europe 
needs to have us do nor what, as a 
1This address was delivered at the Annual 


Meeting of the American Academy, May 13, 
1922. Editor's note. 


158 


matter of righteousness or for our own 
well-being, we ought to do. I am 
simply giving you my estimate of & 
fact and not of the wisdom or morality 
of a course of conduct. 


Тнв NEED оғ EUROPE 


We are now ready to appraise the 
condition of Europe as a whole today. 
That condition, as everyone knows, is 
deplorable. The three and one-half 
years since the Armistice have been 
marked by further retrogression rather 
than by anticipated progression. The 
continental countries, almost without 
exception, are deeper in the mire today 
than in 1918. The nations of Conti- 
nental Europe have made small prog- 
ress in balancing their budgets. Def- 
icits have arisen by leaps and bounds. 
All countries have been reluctant to 
impose the absolutely essential taxes. 
Instead, their printing presses have 
been busy turning out more and yet 
more paper money of constantly 
diminishing value. Their armies have 
been kept on approximately a war 
footing. The reparation policy of the 
victors—first its uncertainty and later 
its devastating certainty—has been a 
millstone about the necks of the van- 
quished; and the victors have suffered 
almost in ratio with them. 

What is needed? The cure cannot 
be made simple or enjoyable. The 
descent to an economic hell is easy; 
but the ascent therefrom 1s extra- 
ordinarily arduous. 

I quote from Dr. B. M. Anderson 
as follows: А 


Taxes must be greatly increased and" 
publie expenditures greatly diminished so 
that current revenues will not only meet 
current expenditures, but will also suffice 
to permit some amortization of public debt. 
This does not mean merely that "budgets" 
must be balanced, since the term '* budget" 
is often a misleading term which omits 
major items of expenditure. Floatmg debts 
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must be funded into long-term issues. 
Drastic currency reform is called for, aimed 
at an early restoration of actual gold 
redemption. Fluctuating paper 
money is the most serious single impedi- 
ment to industrial progress in Europe. A 


‘rational, economic settlement of the Ger- 


man indemnity question must replace the 
political settlement dictated to Germany 
in the spring of 1921. Germany should be 
made to pay what she can, but France, 
Belgium, and Great Britain have nothing 
to gain by a continuance of the present 
demoralization of Germany. 


The financiers and premiers of 
Europe understand all this. The 
difficulty is political. Any ministry 
which today tried to do all these things 
would be likely to find itself tomorrow 
“оп the outside looking in." So we 
find the “manana” policy generally 
prevalent in Europe, and the return of 
sound fiscal methods becoming more 
and more difficult day by day. The 
prospect is not a bright one. Few keen 
observers breathe optimism for early 
rehabilitation. “It is imperative that 
European countries work, tax, save, 
restrict imports to necessities and above 
all reverse the mad policy of printing 
bank notes.” But at the moment 
neither the wil nor the way to do 
these things is manifest. As Secretary 
Hughes has lately said, Europe must 
face the facts. Until she does, there 
is no health in her or for her. 


Toe PART OF ÁMERICA 


I have just recited the gravest 
difficulties in European economics and 
the straightforward, if the difficult way 
out. It will be noted at once that the 
remedies involve self-help rather than 
the aid of outsiders. I will go further. 
I will assert that even if America were 
wiling to pour her hundreds and 
thousands of millions into Europe, 
these sums would not avail if Europe 
had not herself turned over a new 
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economic and governmental leaf. To 
do so would be to put a patch of 
new cloth upon a suit of decayed 
material. 

It is the “old wine and new bottles” 
idea all over again. No creditor of a 
corporation will pour more money into 
the tottering business unless it holds 
some promise of being able to utilize 
the new capital to advantage and pull 
itself out of the difficulties as a result. 
Such a transaction is sending bad 
money after good and impoverishes 
the creditor without alleviating the 
straits of the corporation. Self-help, 
I repeat, must come first. Of course 
Europe would be glad of “easy money,” 
but its state of mind cannot be 
evidential to us of America. 


Tue PRACTICAL PROGRAM 


Kf Europe does her part; if she shows 
her willingness to sacrifice and struggle, 
what then? I believe that in time she 
could work her way out and regain her 
economie feet. But new capital would 
unquestionably simplify and shorten 
the struggle. The greatest reservoir of 
new capital is America. 

Mr. Hughes has, on two recent 
occasions, thus explained the next 
step: "Credit does not precede, but 
follows confidence, and the first re- 
quirement of those who demand justice 
and security is to give justice and 
security.” And again, only recently, 
he said, “Russia needs credit, but it 
is idle to expect credit unless there 
is a basis for credit. That basis for 
credit cannot be supplied from the out- 
side. That basis for credit has got to 
be supplied inside of Russia.” And 
what is true in the case of Russia is 
true in its degree of the rest of 
Europe. e 

Governor Harding of the Federal 
Reserve Board, in an address delivered 
last week, put the whole case into two 
sentences. “І have no doubt," he 
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said, “that the financial interests of 
this country recognize the great bene- 
fits which would accrue to American 
agriculture, commerce and industry 
from the economic and political stabili- 
zation of Europe, but the destinies of 
European nations are, after all, in 
their own hands. When those things 
are done which are necessary to win 
the confidence of American investors 
it would be found that not even the 
tragedies of the World War can change 
the immutable law that money and 
credit tend to flow where they can be 
most safely and profitably employed.” 

Assuming that Europe embarks 
upon a policy of practical and self- 
sacrificing self-help, and assuming that 
the American government will neither 
cancel the debts nor make large and 
general government loans to Europe, 
what is left? How can American 
capital be made available for Europe? 
There are three major possibilities: 

(1) By the expenditures of American 
tourists in Europe. This, while well 
enough as far as it goes, is a relatively 
small matter—perhaps $200,000,000 
or less a year. 

(2) By the exchange of American 
capital for European commodities im- 
ported into America. This involves 
the whole question of the protection 
of American industries, with which, 
for many reasons, I do not care to deal 
here. It may, perhaps, suffice to say 
that, in*my opinion, the purchase of 
European goods in sufficient quan- 
tities to give Europe in exchange 
American capital in sums at all 
adequate for her needs would result 
in the most extreme business depres- 
sion that this country has ever known; 
and that would be disastrous alike to 
America and to Europe. 

(8) The third possibility of fur- 
nishing American capital to Europe 
is as the result of purchasing European 
securities by American individuals and 
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ptivate corporations. Such purchases 
cannot be forced. Investments of 
this nature come as a result of con- 
fidence on the part of the investors 
and nothing else. 


Recent FOREIGN Investments 


Recent transactions of this character 
are of interest. From January 1, 1922, 
to April 14, 1999, there have been float- 
ed in the United States foreign loans 
amounting in the aggregate to at least 
$350,000,000. (See appendix to this ar- 
ticle, page 161 for details.) If the rate 
for the first three and one-half months 
of 1922 is maintained for the remainder 
of the year, the 1922 total will mean 
that about one and one-fifth billions of 
dollars of American capital have in one 
year been invested in foreign securities. 
It is important to notice the geo- 
graphical distribution of these invest- 
ments: $109,000,000 has gone to the 
Netherlands and her colonies; about 
$84,000,000 has gone to colonies of the 
British Empire, $70,250,000, to Canada 
and $18,500,000, to Australia; $63,- 
500,000 has been invested in Latin 
America. The remainder, less than 
100,000,000, has gone to the rehabili- 
tation of Continental Europe. Of this 
sum, about $70,000,000 has entered 
France. Roumania has received four 
and one-third millions, and Czecho- 
slovakia, 14 millions. Both these last 
mentioned loans were negotiated within 
the last few weeks, and unquestionably 
represent recognition on the part of 
American bankers and investors of the 
fact that these two countries are mak- 
ing a conscientious effort to achieve a 
sounder fiscal régime. 

It is, however, a noteworthy fact 
that only about one-fourth of our 
foreign loans is going to our European 
associates in the World War, who 
certainly need our capital most. The 
reason is of course clear: the investars 
of America are not generally satisfied 
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that such loans present a reasonable 
degree of security. 

In spite of dangers and doubts as to 
European investments, we are loaning 
abroad at the rate of over a billion of 
dollars a year. All this vast sum goes 
directly to the rehabilitation of the 
rest of the world. In my opinion this 
general method is as far as America 
will go in giving succor to Europe. 
It follows, of course, that the greater 
the sum invested in safe European 
offermgs of securities, the larger the 
usefulness of the part of America in the 
revivifving of Europe. 

But even here, from the standpoint 
of America, there is & peril which must 
not be overlooked. The serious con- 
dition caused in the United States 
today by the large exportation of 
capital prompted the State Depart- 
ment, in March, to issue a warning to 
American bankers, and to express & 
desire to be more fully informed on 
prospective foreign loans. It is ob- 
viously true that every American 
dollar exported is hors de combat as far 
&s its employment in America goes. 
A single dollar cannot work on both 
sides of the Átlantic. 

Secretary Hoover said recently: 


A billion dollars spent upon American 
railways will give more employment to our 
people, more advance to our industry, 
more assistance to our farmers, than twice 
that sum expended outside the frontiers of 
the United States, and there will be greater 
security for the investor. 


Mr. George M. Reynolds, of the 
Continental and Commercial National 
Bank of Chieago, says: 


Any proposal to furnish Europe with 
more capital should receive the closest 
scrutiny. Ifcertain ofthe European nations 
are impoverished, their position will not be 
greatly* improved by America’s financing 
sales of goods without adequate considera- 
tion of the risks involved or thought of the 
extent to which capital should be exported. 


SELF-HELP BEFORE American COÓPERATION 


И Europe is impoverished, improvement of 
the condition of her peoples will not be 
brought about by forcing America to the 
same condition. Toomuchemphasis can be 
placed on what America can do for Europe 
and not enough on what Europe can and 
must do for herself. 


Or, as Mr. Schwab puts it, “A 
prosperous America can help the world, 
but a prostrate America cannot.” 

I cite these authorities to show that 
in the judgment of many we must not 
go on indefinitely, even if conditions 
are otherwise auspicious, in making 
investments in Europe. To do so will 
cripple our own business life and bring 
about domestic disaster and industrial 
stagnation. And, from the trans- 
Atlantic standpoint, Europe needs a 
strong America today almost as much 
as in 1917 and 1918. The policy of 
America must be to pull Europe up; 
not to allow ourselves to be pulled 
down. 


Is AMERICAN COÜPERATION 
INDISPENSABLE? 


And so I deviously come to the 
question which is the topic for this 
section. 

Theoretically the answer is, “No.” 
Europe could, if she had the deter- 
mined will and courage, regain eco- 
nomic stability withoutus. Practically 
speaking, what shall we answer? T 
find it difficult to give a yes or a no. 
Perhaps we can safely say that Amer- 
ica could greatly curtail the route back 
to a normal Europe. But, as we have 
seen, neither the cancellation of debts 
nor the adoption of the role of a Lord 
Bountiful seems likely to command the 
support of the American people. Nor 
is the exchange of European commodi- 
ties for American dollars a gafe 
expedient, save within rather nayrow 
bounds. American capital will, how- 
ever, within suitable limits of amount, 
be available hereafter, as in the past, 
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for attractive offerings of European 
securities. | 

To this extent only, as I read the 
future, will America play a direct 
financial part in the rehabilitation of 
Europe. The sooner Europe learns 
this the better. Waiting for a rich 
uncle to make a large gift is a danger- 
ous pastime for the nephew. The 
salvation of Europe lies through the 
thorny path of self-help. Whatever 
else might be—even whatever else 
ought to Бе—Т believe the foregoing 
statement is the literal fact. We shall. 
do a kindness to Europe if, without 
equivocation or uncertainty, we make 
known our position. 


APPENDIX 


Annexed hereto is a list of some of 
the securities, enumerated in general 
by countries only, which have been 
floated in America—and in general 
financed by American capital—between 
January 1, 192%, and April 14, 1992. 


Еовыом бюсовїттєз FLOATED IN Амевтол, 
January 1, 1922, то APRIL 14, 1922 


January 
Dutch East Indies.......... $40,000,000 
Province of Ontario, Canada. 15,000,000 
Dept. of the Seine, France .. 25,000,000 
Province of Alberta, Canada. 4,000,000 
Вга]... wis баалык» 8,500,000 
Сша.......... КООНУ 5,000,000 
-  Totalfor January... ..... 892,500,000 

February 
City of Méfbourne, Australia. $2,500,000 
Queensland, Australia... ... 11,000,000 
New Brunswick, Canada. 2,000,000 
Netherlands... .. .. ...... 29,000,000 
City of Montreal, Canada 5,000,000 
.JUruguay........ ль 2,900,000 
Total for February.... ... $51,800,000 

March 

Brazl..... over me $4,000,000 
Argentine . .... ..... .. 21,000,000 
Midi В. В. cf France. . à 2,800,000 
Canadian National Railways. 11,000,000 
Fremerican Company ... ... 10,000,000 
Province of Manitoba, Canada 2,250,000 
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March—Continued 
Dutch East Indies. .......... $40,000,000 
P. L.M. В. В. of France .... 30,000,000 
City of Buenos Aires, Argen- 

Une: codeine оне, 1,000,000 
City of Soissons, France...... 6,000,000 
Newfoundland .. ........... 6,000,000 
Canadian General Electric 5,000,000 
Roumani.................« 4,850,000 
Sugar Company of Cuba.... . 1,000,000 

Total for March. ........... $149,900,000 

April 1 to 14 inclusive 
Dominican Republic......... $9,700,000 
Province of Alberta, Canada.. 3,000,000 
Czechoslovak Republic....... 14,000,000 
City of Rio de Janeiro, 

Praile d уне шлу ve 18,000,000 
Bell Telephone Company of 

Canada .................. 2,000,000 
Province of Ontario, Canada. . 15,000,000 

Total for first half of April.. $58,700,000 

Grand total, January 1, 1922, 

to April 14, 1922........ $341,900,000 


This rate if maintained for the entire 
calendar year 1922 would represent 
total American investments in foreign 
securities of just under $1,200,000,000. 
As a matter of fact, the actual figures 
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probably are and will be considerably 
larger. I make this statement because 
the figures quoted in general involve 
only the more’ important issues and 
only those which have come to the 
attention of the State Department, the 
Federal Reserve Board, or the larger 
banks of New York. 

The known investments of American 
capital in foreign securities during the 
calendar year 1921 were $628,000,000. 
Thus the total known foreign invest- 
ments of America from January 1, 
1921, to the middle of April, 1922, 
were just under a billion dollars. 
Of this, investments in Canada account 
for $267,000,000; in France, $200,000,- 
000; in the Netherlands, $109,000,000; 
in Brazil, $102,000,000; and in the 
Argentine, $91,000,000.2 These five 
countries—only one a European ally— 
thus account for nearly 80 per cent 
of our foreign investments. 


*The foregoing figures are converted into 
dollars at approximately the present rates of 
exchange. Fractions of millions are usually 


disregarded. 


Reconstruction of International Good Will 


By Huston THOMPSON 
Commissioner, Federal Trade Commission, Washington, D. C. 


NE of the peculiar chayacteristics 

of the human mind is that while 
it has been taught that the world is 
round, it continues to think in terms 
of the earth with a flat surface. This 
is demonstrated by the fact that 
humanity does not appreciate that 
certain practices cannot go on, or cer- 
tain occurrences happen in a distant 
and so-called isolated nation, without 
affecting the rest of the world. How 
few realize that the emotions, thoughts 
and actions of the people of South 


Africa necessarily interweave with 
those of the people in our land? 

Just as we have learned that all 
utterances are caught on sound waves 
and circle the earth, so any action of 
any group of people in any one place 
of the world sends forth vibrations 
that cross and recross and interweave 
with the daily existence of those of 
distant lands. As the stone tossed into 
the center of the pool causes wavelets 
to reach the circumference and disturb 
the entire pool, so the actions of any 
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one nation may affect all those on. 
the earth’s surface. 


UNIVERSAL Mans OF 
COMMUNICATION 


Second thought reveals a remarkable 
situation in the means of communica- 
tion between the peoples of the world. 
If we stop to consider, we must realize 
that the Christian religion, while car- 
ried by the superb efforts of mission- 
aries from one hemisphere to another, 
and assisting in keeping the “open 
door," has so far failed to reach many 
millions among other nations; that in 
the Orient today myriads of peóple do 
not know Christianity any more than 
by & name. 

Art is much less a common tie than 
religion. There is no tongue or 
language by which there is universal 
communieation. 

In all this world, there is but one 
universal means by which men com- 
municate, bringing them together and 
establishing joint interest, and that is 
through business channels. Trade is 
the carrier of the thoughts of one 
nation to another. Hence, insofar as 
nations are concerned, the spiritualiz- 
ing of trade becomes the most im- 
portant question, individually as well 
as collectively. 


a 
POTENTIAL Sources or INTER- 
NATIONAL DISCORD 


One of the great troubles that the 
world at large is trying to meet in its 
present attempt to stabilize itself, is 
that it has discovered but has not 
made practical application of some- 
thing which the business world has 
known for a long time, namely, that 
business has become internationalized. 
Back in the days of Carthage ‘and 
Venice and of the glory of Spain, the 
business of one nation, through govern- 
mental forces, established its zones of 
influence among other nations. And 
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these zones of influence were the sore 
spots of the country which they en- 
compassed. 

Today we are witnessing a closer 
linking up of the peoples of the world 
than ever before. Hardly any one 
nation is free from the charge of 
seeking zones in the: territory of 
another. It may be that it is a wise 
thing for the business interests of one 
nation to maintain spheres of influence 
in the territories of other nations, 
though the experience in history up to 
date has been to the contrary. 

It is als» true that facilities for 
quick movement in the world have 
caused the buyers of nations to group 
themselves together and go into the 
markets of other nations, using all of 
the possible tactical advantages of 
organization that they have obtained. 
Invariably, however, this policy reacts 
to the detriment of the domestic 
market, and in all of this moving and 
shifting of situations, there is rarely & 
case in which the one who is doing the 


‚ buying has in mind the thought of 


benefiting either the domestic con- 
sumer of his own country, or the 
initial producer of the country in 
which he is buying. Between the ul- 
timate consumers and the initial pro- 
ducers of the world, there have grown 
up groups of distributors who have 
at least a potential power of working 
to the dgtriment of the common 
people of the several nations. More- 
over, they have the constant tempta- 
tion to work for their own particular 
advantage, and their incentive for 
ghin is so strong that they do not pro- 
ject their minds into the future and 
visualize the results and effects which 
may come from their acts. 

There is still another thought-line 
that weaves its way into this problem. 
Despite the various means of inter- 
natiónal communication, the ultimate 
consumers of ane nation have mno 
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assistance from the producers of other 
nations in the face of the modern sys- 
tems of distribution. And in addition 
they lack information. Н 

A famine in India is a thing un- 
known to or unheeded by most of the 
producers of America. The over- 
supply in the Argentine is registered 
in the trading markets of Russia when 
Russia is normal, but is brought to 
the attention of the farmer of Russia 
in such a way, if at all, that he has 
nothing by which to guide him. 

Today, since the world has been 
brought together within limitations 
much closer than were the geographical 
lines of a nation of fifty years ago, it 
becomes more necesssary than ever, if 
the ultimate consumers and the initial 
producers of the world are not to be 
helpless, that there be some means of 
communicating to them what is going 
on as to the state of the markets or 
crops in the rest of the world. Thus 
there confronts us in this whole situa- 
tion, a problem of international com- 
munication which is stimulating enough 
to excite the keenest of imaginations. 


Соор пл тнв Sinz Qua Non 


In seeking after the means for the 
reconstruction of international good 
will, there are many remedies sug- 
gested, each of which contains some 
features of value. The problem is to 
find the one which goes to the source, 
and is not simply a surface Temedy. 

Much is being said about reorgan- 
izing the finances of the world, about 
reparations, debts, loans, etc. These 
matters wil have to be attended tos 
but will they reach the source of the 
present international disease, which, as 
I see it, is lack of faith of individuals 
and groups of individuals in each 
other? 

We may perform operations on our 
international patient and change” his 
avenues of distribution. We may 
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rewrite the legal formulas of the world. 
In fact, we may do many things, all 
of which will be helpful and inciden- 
tally necessary to bring about a read- 
justment of the economic fabric of the 
world. But in the last analysis will 
they be of permanent healing value? 

Today, we have a wonderful cure 
for surface cancer in radium. The 
radium cure may stay disease if it 
is local. But if the source of the 
trouble is in the blood, the cancer will 
reappear in some other part of the 
body. Today, we are dealing with a 
cancerous situation involving the ar- 
terjes of trade, and one which ‘cannot 
be localized. 


Ссотрк-Ровтв ғов TRADING 
Nations 


A recent decision of the Supreme 
Court of the United States sets up a 
standard which, it seems to me, the 
nations of the world could well adopt 
as the principle upon which their 
peoples shall trade with one another. 
It says that fair competitors shall not 
lend themselves to practices “opposed 


‚ to good morals, because characterized 


by deception, bad faith, fraud, or op- 
pression, or as against public policy 
because of their tendency unduly to 
prevent competition or create mo- 
nopoly.” | 

Here is a broad general standard 
which all men of all nations could 
agree to without reservation. If we 
remove the negative from this declara- 
tion and translate it in terms under- 
standable by the ultimate consumers 
of the world, it would amount to this: 
that trade shall be carried on in free 
and open competition wherein the 
ultimate consumers of all nations shall 
have the benefits resulting from prices 
unrestricted by artificial means for 
goods sold on -the basis of quality, 
service and the advantages of location. 

Looking at these requisites in the 
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light of human history from earliest 
times down to our own day, we find 
they have invariably brought universal 
satisfaction to the ultimate consumer. 
Whenever he has been deprived of 
their benefits, or when they have been 
restricted by artificial means, either 
he has revolted or the nation to which 
he belongs has gone down into ob- 
scurity. | 

The universal satisfaction which 
obtained whenever this policy, that 
trade must be governed by principles 
of fairness and good faith, was followed, 
and the constant recurrence of such a 
policy in nations while they were 
youthful and virile, leads to the conclu- 
sion that such principles are governed 
by forces as permanent and necessary 
in the life of man as the forces of 
nature. The adoption and putting into 
effect of such a definition of business 
will clear the arteries of international 
trade and purify its life-giving prop- 
erties in such a way that all of these 
other elements of international rela- 
tion, financial, political, etc., shall have 
some permanency and the surface 
disease resulting in local disturbances 
may be localized and treated, and 
reduced to & minimum so far as the 
world’s peace is concerned. 


Means or ESTABLISHING INTER- 
NATIONAL larg COMPETITION 


Undoubtedly, the approach to the 
solution of the problem of international 
fair competition for the benefit of the 
ultimate consumer will be through the 
process of a treaty. By such means 
commissioners could be empowered to 
draft not only the definition but also* 
tbe machinery for the vitalizing of the 
functions comprehended within the 
definition of fair competition. But 
the treaty provisions could reath only 
those needs which are determüned in 
advance and specifically set forth in 
the convention signed. Experience 


165 


has shown that this is not sufficient. 
The question is primarily not legal but 
economic. Unfairness is predicated, 
not sc much upon the deed itself as 
upon the intent and purpose of the 
deed and its effect upon others whose 
rights have been infringed. And this 
intent ahd purpose cannot always be 
predetermined. 

Such a situation has been met in 
domestic legislation by the commission 
form of organization. In our own 
country, unfair competition is pro- 
hibited by law, and the Federal Trade 
Commission is given the power to 
receive and consider complaints arising 
from violation of the law. The ad- 
vantage of the Federal Trade Com- 
mission lies in the fact that it is an 
active and independent agency, acting 
primarily in the public interest, 
whose duty it is to consider this phase 
of business relations, to review each 
case presented in the light of its cause 
and effect, and to serve, not as a 
punitive body, but with the authority 
to issue an order to cease and desist 
if violation of law is determined. The 
Commission has made possible the 
expediticus handling of complaints, 
both large and small, without the long 
and expensive processes of litigation. 

It has been the experience of in- 
dustrial and trade commissions in this 
and other countries, that preventive 
measures are more productive of 
publie good than punitive or paternal 
measures. The business concern, to 
whom is issued an order to cease and 
desist from an unfair practice, in 
ninety cases out of a hundred, changes 
its course without appeal to the courts, 
and, at tne same time, serves as an 
example to others who may be charge- 
able with the same practice. 

Why cannot this experience within 
our own nation be applied in a larger 
sense to tne family of nations? The 
idea of & permanent international 
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tribunal is not a new one. In 1915, 
the Pan-American Financial Confer- 
ence in Washington considered the 
development of a “Pan-American 
international code of what shall con- 
stitute fairness in trade,” such a code 
to be sustained by the nations and 
peoples of the Western Hemisphere, 
and interpreted and executed by a 
Pan-American tribunal. 

In 1920, the Pan-American Financial 
Conference proposed the creation of 
an inter-American tribunal for the 
adjustment of questions of a commer- 
cial or financial nature involving two 
or more American countries, and the 
determination of such questions by 
law and equity. 

The Court of Arbitration, organized 
by the Conventions of the Hague of 
1899 and -1907, and the Permanent 
Court of International Justice, as 
provided by Article 14 of the Covenant 
of the League of Nations, include 
provisions for the submission and 
settlement of disputes between nations, 
but it is very doubtful as to whether 
the scope of these tribunals could be 
extended to include. commercial dis- 
putes between nationals, or whether 
their machinery and procedure would 
be adapted to the litigation of! such 
disputes. 

The only practical illustration of 
such a tribunal is found in the opera- 
tion of the commission established in 
1902 for the purpose of administering 
the Brussels Sugar Convention. This 
treaty provided for the suppression ‘of 
direct and indirect bounties on the 
production and exportation of sugar, 
and the regulation of import duties. 
It was signed by nine European coun- 
tries and later joined by Peru, Russia, 
Switzerland and Luxemburg. The 
commission was in continuous and 
successful operation for sixteen years, 
or until the expiration of the treaty 
in 1918, It appears to have prov 
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the efficacy of such machinery to 
abolish and prevent evils in inter- 
national trade which, by common 
consent, are conceded to be harmful to 
all the nations involved, but which are 
beyond the ability of any one nation 
alone to handle. The Sugar Commis- 
sion pointed the way to a new form 
of international body, along the lines 
of economic investigation rather than 
legal adjudication. 


An INTERNATIONAL TRADE 
COMMISSION 


With experience pointing toward a 
commission form of administration, 
one's thoughts naturally turn to the 
functions of the Federal Trade Com- 
mission of the United States, and the 
question arises as to whether its 
procedure could be adapted to an 
international trade commission which 
would be practical and yet not cause a 
surrender of sovereignty on the part 
of those nations coming before the 
commission. 

Let us suppose an unfair practice 
arising on the part of the, business 
interests of Italy against the business 
interests in France, acting in contra- 
vention of the definition of unfair 
competition laid down by the Supreme 
Court of the United States, and of 
fair competition as I have hereinbefore 
defined it. 

Consider an international trade 
commission sitting to hear complaints 
and the charges of the Italian business 
interests against the French lodged 
with this commission. Certain lines 
of procedure based upon informality 
‘and quickness of action would be re- 
quired in order to bring the question to 
a speedy issue before the commission. 
The commissioners in the supposed 
case would, as in all cases, be drawn 
from representatives of countries other 
thanthose of the litigants appearing be- 
fore the commission. Having heard the 
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evidence, the commission would make 
findings dismissmg the complaint, 
or finding those before it guilty and 
setting forth in detail the practice 
condemned. In the event that the 
charges were sustained, the commis- 
sion would draft a form of order re- 
quiring those guilty to cease from the 
practices complained of. The order 
would be returned to the proper 
authority of the nation in which those 
chargeable were citizens for whatever 
enforcement that nation might see fit 
to make. 

The publicity given to the findings 
and the record made, would be so 
revealing to the nations whose citizens 
were being charged, that, undoubtedly, 
it would have very much the same 
effect as does the publicity given to an 
order of the Federal Trade Commission 
with respect to domestic business. 

The history of our own country, as 
well as of modern nations generally, 
shows that once a whole people is 
informed of and thoroughly under- 
stands a political, social or economic 
evil, it will sooner or later react against 
it and set in motion forces for its elimi- 
nation. Christian nations have in the 
long run placed themselves on the side 
of good morals, righteous principle and 
а just cause, even though temporarily 
influenced or dominated by corrupt 
individuals or groups. I believe hu- 
man experience has amply proved the 
truth of the old Latin adage, Tandem 
bona causa triumphat—“The good 
cause will triumph in the end.” 

Undoubtedly, it is the determination 
of the facts by an independent поп? 
partisan body like the Federal Trade 
Commission which has the salutary 
effect, rather than the enforcement of 
orders. Moreover, in order 10 stimu- 
late an incentive for fair competition 
* such an international trace com- 
mission could in its findings place upon 
a roll of honor those who were found 
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in its investigations to have sought to 
sustain the definition of fair competi- 
tion and to have refused to enter into 
unfair methods of competition. 


FURTHER POSSIBILITIES oF THE 
CoMMISSION 


To such powers and functions as I 
have roughly outlined should be added 
an investigatory force which could be 
constantly gathering data of the 
conditions of world trade. Through 
the wireless and other means, it 
could keep the ultimate consumers of 
all the nations informed of the state 
of the markets so that there could be, 
to a great extent, an elimination of the 
hazards of shipping goods into specu- 
lative markets; and at the same time 
the initial producer and the ultimate 
consumer could be put on a parity with 
the distributing forces of the world in 
such a way that there could be no 
manipulation of the world markets. 

With the dual power of informing 
the nations as to world situations and 
needs, and at the same time stopping 
unfair methods of competition, or trade 
practices through their exposure to the 
various nations of the world, the com- 
mission could so open up and keep open 
the channels of world trade that there 
would be a free flow of commerce, 
leaving the initial producers and the 
ultimate consumers in a peaceful 
state ef mind and the markets of the 
world stabilized in a way that would 
minimize either famine or over-produc- 
tion. 

To bring all this about would be 
no easy task. Undoubtedly, such a 
commission would stagger and stumble 
frequently, just as all other com- 
missions have done, until they had 
demonstrated their feasibility and 
usefulness. There is, however, un- 
А а sufficient residuum in 

he minds of men of every nation to 
give such an organization their support, 
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in order at least, to move, if nothing 
more, toward eliminating this greatest 
cause of war from the international 
arteries of trade. 

My answer, then, to the question of 
American coöperation in the security 
of the industrial and financial situation 
in Europe is in the affirmative. I 
believe America owes it to herself and 
to the rest of the world to become a 
party to permanent plans looking to an 
economic rehabilitation of Europe. 
The fundamental motive, as I see it, 
that should prompt us in shaping a 
policy of that kind, arises out of the 
fact that the nations of the world are 
today linked together with one uni- 
versal community of interest. Vital 
interests of our own nation are inter- 
woven too closely with those of Europe 
to permit any permanent policy of 
aloofness in world commerce. 

Coóperation of this kind would not 
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mean entangling relations. It would 
not mean a surrender of our own rights, 
or a denial of America’s lofty ideals and 
aspirations. It would be responsive to 
the assertions of the other nations that 
in our position, as the leading industrial 
and commercial nation of the world, 
there rests upon us the sacred duty of 
rendering a service to the world and 
in a larger sense to humanity. 

In this hour of stress the age-old 
question is again being asked by 
worn-out nations: “What good can 
come out of the American Nazareth?” 
My answer would be: Let America 
blaze the path of human progress; 
reéstablish and purify the one tie 
that binds together all of the peoples 
of the earth—international commerce 
and trade—by basing it on the rock 
foundation of good faith and justice, 
and giving it propulsion by practical 
machinery which will make it effective. 


The Interdependence of the United States and 
Europe 


Ву Frep I. Kent 
New York City, Vice-President, Bankers Trust Company 


MERICA can coóperate in the re- 

habilitation of Europe actively or 
passively, whichever way shg may 
elect. But she will have to choose one 
method or the other. 'Try as she may 
America cannot ignore Europe, even if 
she chooses a passive part. Such 
passivity, if attempted, would mean a 
tremendous struggle, far more difficult 
for our country to live through than 


our nation as a whole comprehends. 


It might easily result in a struggle for 
our very life as a people. 

The active codperation of America 
in the rehabilitation of Europe, on the 
contrary, would undoubtedly result in 


such an acceleration in the recovery of 
world-trade, with all of its blessings to 
the people of every nation, that we 
soon might not realize that we were in 
any struggle at all. The only difference , 
in effect between America’s active or 
passive coóperation would be the 
'element of time before world recovery 
—time which might mean generations, 
but which would, in reality, be time 
measured by human suffering. 

If we believe that the prevention of 
human suffering should be under- 
taken by those who find themselves in 
position to do so, we must believe in 
the active coöperation of America with 
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Europe in the present crisis. Should 
we be of a mind to ignore human 
suffering, we may hold that American 
aid is not indispensable to European 
rehabilitation, for time will cure the 
trouble in the end no matter what we 
do. lf we are selfishly inclmed, how- 
ever, we must bear in mind that if we 
do not exercise every means within 
our power to restore Europe to sanity, 
we shall not escape without misery and 
unhappiness in the United States. 

War means killing, stealing and 
destruction. In the World War, with 
millions upon millions of individuals 
engaged in such pursuits, and many 
times as many millions wishing them 
success in such work, it was inevitable 
that the right to live, the right to 
property and the right to liberty 
consistent with the rights of others, 
should lose their values in the minds of 
the multitudes. Added to such degen- 
eracy of mentality were the nervous 
strain of the war and the privations 
suffered by millions because of it, 
all together making for a reduced 
morale that can be overcome only by 
time. Recovery, too, is delayed be- 
cause such a mental condition is 
fertile ground for the words of the 
false prophet, and the radical agitator 
has had a willing audience. As the 
minds of men recover their balance, 
such teachings will lose their force, 
except among the very ignorant. 


Тнв Distursep MORALE 


Of the warring nations, the United 
States suffered the least, and when we 
stop to realize how seriously the 
mental atmosphere in America hhs 
been affected, we can readily under- 
stand how much more difficult it is 
for the European nations to re- 
cover their mental balance. * Probably 
the Congressional Record shows more 
clearly than any other source what 
mental chaos has existed in the United ° 
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States. Common sense seems to be 
playing a stronger and stronger part, 
however, and the mental atmosphere 
of the United States is gradually 
clearing. The influence of this develop- 
ment is certain to be felt in Europe, 
even though, unfortunately, its action 
is slowed up by statements, made for 
home-consumption, by politicians who 
ought to know better, that when 
quoted in foreign newspapers are very 
misleading as to America’s attitude 
and understanding. If American poli- 
ticians would be a little more careful 
of the feelings of foreign peoples, such 
care would go & long way toward 
helping to bring about a better inter- 
national understanding. 

Before America can actively help 
Europe we must be able clearly to 
separate causes from effects. The 
causes are only two: the destruction of 
morale, as shown in the world-wide 
dishonesty and selfishness, and the 
destruction of things physical. The 
effects are many, the most important 
being an unequal world-trade, followed 
by trade barriers and s disruption of 
the foreign exchanges, and a tremen- 
dous individual and governmental 
waste, followed by unbalanced govern- 
mental budgets and inflation. 

The greatest difficulty in the way of 
the restoration of those things physical 
which were destroyed, lies in the state 
of the world morale. It takes credit 
for gonstruction, and credit without 
honesty is impossible. We can prob- 
ably understand more clearly Europe's 
need for us if it 1s first expressed in 
terms of our need for Europe. 

Whether the economic rehabilitation 
of Europe is necessary to the people of 
the United States of America, is 
entirely dependent upon their attitude 
toward life. To such of our people as 
are content to live an animal life, a 
mere existence from birth to death, 
without thought or desire beyond 
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satisfying the physical craving of the 
. moment, Europe is no necessity. The 
conveniences of living which particu- 
larly make for cleanliness of mind and 
body and opportunity for study and 
development, play no real part in the 
lives of such people. As long as 


America can keep them in common ' 


food and supply shelter for their 
mindless bodies, the rest of the world 
bas no meaning to them, nor do they 
need it. But where can you find such 
people in America? Do they exist 
anywhere in the whole wide world? Is 
it conceivable that the offspring of 
any people without the divine life 
spark could rise above the clay of their 
forefathers or pass on to future genera- 
tions that which they themselves 
never possessed? From out of the most 
stupid peoples of the earth, now and 
again, have come great minds which 
have caused waves of increased in- 
telligence to spread over many nations. 
Unless the germ of the desire for 
knowledge and progress lay within 
. such peoples, no prophets could have 
been born among them. 


Progress AND NATIONAL INTERCOURSE 


In order that we may grow, our- 
selves, and increase our understanding 
of all those things which go to make 
for beauty and real happiness in the 
world, we must exchange our resources 
and the products of our constructive 
genius with those of the men of gther 
nations; otherwise, we not only lose in 
comfort and efficiency ourselves, but 
we fail to understand perfectly the 
minds and art of other men. Although 
man seems to learn from the experi- 
ences of others very little that has to do 
with conduct in life, yet with all things 
scientific we make progress only as we 
build upon the past and the present. 
Man’s span of life is not sufficient to 
enable him to make discoveries or 
inventions of moment without the 
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accumulated knowledge of generations, 
together with an understanding of the 
current discoveries of other men in his 
own line of work. 

Since intercourse between nations 
has been accelerated through the 
inventions of modern times that have 
to do with transportation and com- 
munication, the development of science 
has moved forward in leaps and bounds 
and much is now understandable to 
the child that was hidden to the man 
even among our forefathers in America. 

With all our progress in the United 
States we can still learn much from the 
older nations: integrity ‘of trading, 
from one; art, from another; science, 
from a third, and something of many 
things from each. Our trade and inter- 
course with Europe must be kept up 
if each generation is to move forward 
in its development. While trade is 
apparently merely an exchange of 
surplus commodities between those 
who produce or control them for the 
primary purpose of making a living, 
yet actually it serves to make life 
worthwhile. Increase in the conven- 
ience of living is not necessarily of the 
nature of luxury, although it may 
partake of that, but its real good lies 
in the increase in efficiency of human 
effort which it induces and makes 
possible. The electric light is a con- 
venience and undoubtedly a luxury, 
but its real value lies in its efficiency. 

The same is true of the telephone, the 
steam engine, the automobile and all 
other labor-saving devices. Increase 
in the efficiency of men enables them . 
to work better while they work, and 
glves them more time for mental devel- 
opment. 

Since the War, due to increased 
plant capacity and better methods of 
production, the United States can 
produce far more of many things than 
its citizens can use or consume. Ift 


* would give work to its people and 
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produce such surplus it must be able 
to exchange it for the surplus of other 
peoples. 

America needs Europe, which means 
that every American citizen needs 
Europe. We need Europe in order 
that we may grow mentally and 
physically through the exchange of 
ideas and the exchange of commodities. 
For the same reason, every country in 
the world requires Europe, and as the 
people of the United States are depend- 
ent upon other countries which in 
turn need the trade of Europe for their 
better development, it might be said 
that arbitrage of dependency takes its 
place before the arbitrage of trade and 
exchange. 

The world needs the buying power 
of Europe created through the produc- 
tion of Europe. It can have such 
buying power only when Europe is 
again able to produce a surplus of 
things that the world requires. Before 
this is possible the scars of war must 
begin to heal, national hatreds must 
be dissipated, devasted regions must be 
rebuilt, faltering nations must be 
revived, false teachings must be cor- 
rected, wasteful habits must be cur- 
tailed, unsound financing must be 
stopped, and there must be economic 
and political peace. 

A little detail may be helpful to a 
better understanding of these general 
statements. 


INTERDEPENDENCE OF TRADE 


Formerly, Russia used to purchase 
tea from China and India. Since the 
destruction of the buying power of 
Russia by the Bolshevists, such pur- 
chases have been so curtailed that 
China and India have lost a part of 
their buying power. This hes re- 
sulted in a smaller demand upón the 
cotton mills of England for the cotton 
manufactures that China and India 
ordinarily imported from Great Britain, 
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which, in turn, decreased the require- 
ments of England for American cotton. 
This reduced the purchasing power of 
the cotton farmers of the South and. 
seriously affected the domestic trade of 
the United States in every line where 
such farmers were wont to buy, a 
consequence which again lessened the 
purchasing power of such interests, etc. 
etc. The origimal circle was completed 
through importations from Russia by 
Great Britain, some direct and some 
through Germany. Another interest- 
ing cham affecting cotton was the 
purchase of glassware from Czechoslo- 
vakia by Indis, which sold jute to 
Great Britain to obtain the sterling 
exchange necessary to make payment 
to Czechoslovakia which, in turn, 
bought, with the proceeds, cotton in 
the British market that Great Britain 
had imported from the United States. 
Again, Germany bought furs from 
Russia which she paid for by exports of 
cotton cloth made from cotton bought 
in the United States with the proceeds 
of the sale of the Russian furs in this 
country. It would be possible to recite 
for hours similar instances, many cover- 
ing four or five countries in different 
parts of the world. While it is not, of 
course, claimed that the direct proceeds 
of exchange received in each case were 
used exactly as stated, yet in principle 
they were, because exchange is drawn 
from what might be called pooled 
balances’ and the curtailment of trade 
unquestionably developed partly along 
these lines. 
Often we hear the thought expressed 
«that the United States should sell 
direct to every country in order to 
obtain the exchange necessary to pay 
for the things which it requires from 
each country. If it were possible to 
work out such a scheme, it would 
represent a tremendous waste to the 
wórld and would result in a greater 
cost to us of the things that we buy. 
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Such methods would represent a return 
to barter on a huge scale, with all of its 
needless friction and waste—methods 
' that civilization discarded long ago, 
except when needed to meet emergen- 
cies. Different peoples are efficient in 
different ways: some, in the production 
of food or raw material; others, in the 
manufacture of special articles by hand, 
by machinery, or by combination, and 
others, in distribution and accounting 
or, in other words, transportation and 
irading. Such differences in efficiency 
are due to climate and natural re- 
Sources of countries, and temperament 
and character of peoples. Raw ma- 
terials of many kinds, which can be 
obtained only from certain countries, 
enter into the original manufacture of 
many things and they must be brought 
together along lines of least resistance 
which include efficiency of peoples in 
their manufacture and also ease of 
distribution to the points of manufac- 
ture and of demand. 

Compatability of nationalities also 
has а great deal to do with efficiency 
in trade. The only reason why the 
United States should try to do all of its 
trading direct would be that of selfish- 
ness, and yet from the very standpoint 
of selfishness we should not interfere 
with the arbitrage of trade where it 
exists along the lines of least resistence. 
It is because of this fact that, when 
governments, on account of,wars or 
of so-called social reasons, step in and 
try to bring into the control of a few 
individuals the countless points of 
contact in trade that have been de- 
veloped between millions of persons • 
from their striving to make a living for 
themselves, ultimate disaster is sure to 
follow. The world is now passing 
through just such a period and a great 
part of the present trade difficulties are 
due to governmental intervention, 
because of the War, which took trdde 
out of the hands of experts and put it 
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in the control of politicians. From the 
so-called social reasons for govern- 
ment’s going out of its province to take 
over the business of its citizens, we 
have before us the spectacle of Russia, 
a country of vast resources utterly 
ruined and its people starving to 
death by the millions. Just how far 
these terrible lessons will go toward 
preventing their repetition depends 
upon what the world has learned from 
them—and that no man knows. 


DEPENDENCE ON Imports 


What would the life of Americans 
be without imports from other nations. 
From imports our table is supplied with 
sugar, coffee, tea, cocoa, fruits, nuts, 
fish and many other things of almost 
daily consumption. Our bodies are 
clothed with woolens, linens, silks, 
laces, furs and many little conveniences 
made from rubber, vegetable ivory, 
hair and imported hides, tannin and 
other commodities. Our houses are 
supplied with furniture made from 
mahogany and other imported woods, 
with carpets, rugs, mattings, glassware, 
china, paintings, books and an innu- 
merable number of small conveniences 
and works of art. Our means of com- 
munication and transportation for both 
business and pleasure depend upon 
importations that go into parts of 
our locomotives, automobiles, trucks, 
tractors, and telegraph and telephone 
systems. Rubber alone enters into 
our daily life from morning until night 
in many forms, such as tires for auto- 
mobiles and trucks, hose for airbrakes, 
fire prevention and conveyance of liq- 
uids in manufacture, insulation for 
electric power and light, cable service, 
telephone and telegraph, rubber shoes, 
coats? gloves, surgical supplies, fountain 
pens, washers, parts in typewriters and 
a great many other articles in constant 
use. Our roads are paved with im- 
ported asphalt. Our string, rope, bags 
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and bagging used on farms and in our 
factories, shops and homes are made 
from imports of fibre and textile 
grasses and their manufactures, whose 
total import value constantly exceeds 
$100,000,000 annually. Our imports 
include chemicals, drugs and dyes to 
the amount of nearly $200,000,000 a 
year and tremendous values in tobacco, 
mineral and vegetable oils, copper, tin 
and asbestos, and, for our farmers, 
fertilizers and seeds. Every American, 
no matter what his position in life may 
be, is benefited by our imports for the 
length and breadth of his days. When 
Europe does not supply our imports 
directly or indirectly she buys them 
herself from the countries of their 
origin, thus forcing quantitative pro- 
duction, with its saving of waste, and, 
at the same time, increasing the pur- 
chasing power of other nations. 

For all of these wonderful conven- 


iences in living we pay withthe products ' 


of our cotton and grain farms, our 
mines and our great manufacturies, 
and our people find employment and 
opportunity for happiness. Again, we 
may truthfully say that every Ameri- 
can, no matter what his position in life 
may be, is benefited by our export trade 
in a very great way. 

The rehabilitation of Europe, then, 
is necessary to America. Is America 
necessary to the rehabilitation of 
Europe? : 

In the first place, Europe needs 
America in order that her people may 
grow in efficiency, ability and in- 
telligence, even as America needs 
Europe. But how can America aid 
Europe to take her proper part ine 
trade with America again, a recovery 
which is the essential thing for both 
since it leads to all else that is of 
value in the intercourse Between 
nations? А t 

First, what does Europe require in 
order to secure her rehabilitation? 
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1. A better morale. 

2. The elimination of class and national 
enmities and hatreds. 

$. Such peace agreements among the 
nations as will bring about a reduction of | 
armies end their cost of maintenance. 

4. Broad commercial treaties between 
the European nations themselves. 

5. A reduction in governmental waste 
and the balancing of budgets. 

6. The stoppage of inflation through 
issuance of paper currency and continuing 
increases in governmental floating loans. 

7. Settlement of the German reparations 
on a positive basis of payment that can and 
will be lived up to. 

8. Settlement of the inter-allied in- 
debtedness, as to what part, if any, shall 
be cancelled and how payment shall be 
made. : 

9. Elimination of the Russian menace. 

10. A general return to sound business 
practice and increased production which in 
connection with satisfactory progress in 
the other requirements will serve to stabilize 
the exchanges, bring the countries of 
Europe back to a gold basis and retstablish 
the trade of the world. 


Second, what can America do to aid 
in the rehabilitation of Europe? 


l. Set & good example through the 
exercise cf common sense and honesty: 

(a) By continuing to reduce our own 
governmental waste with every force 
which can be brought to bear. 

(b) By defeating the bonus raid on 
the United States Treasury and con- 
centrating our expenditure for our 
soldiers toward the relief and rehabilita- 
tion of disabled veterans and the ex- 
tension of opportunity for vocational 
training and land settlement. 

(c) By considering contemplated legis- 
lation from the standpoint of the good 
of the country as a whole as opposed 
to the desires of classes or groups for 
special »rivileges. 

(d) By confining the activities of 
government to the judicial regulation 
of those things necessary to protect 
the rights of all the people and not be 
led by false prophets into governmental 


* operation of any kind whatsoever. 
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(e) Ву the greatest possible co- 
Operation between capital and labor 
along lines aimed to increase produc- 
tion and decrease discontent. 

(f) By exercising the full force of 
the law toward the curtailment of 
crime of every nature. 

2. Recognize our responsibilities to other 
nations: 

(a) By keeping our Congressional 
Record and public press free, insofar as it 
is possible, from statements unfair to 
other peoples. 

(b) By negotiating commercial treaties 
of a reciprocal nature with other coun- 
tries as rapidly as conditions allow. 

(c) By the appointment of American 
representatives upon the Reparation 
Commission, so that we may be in posi- 
tion to do our legitimate part toward 
protecting the rights of all concerned. 

(d) By positively refusing to recognize. 
or even consider recognition of the 
Soviet Government of Russia until it 
represents the Russian people and is so 


reconstituted as to carry honesty of . 


purpose and recognition of obligations 
and the rights of all men. 

(1) While taking such position in 
regard to Russia with the utmost pos- 
itiveness at the same time to show our 
desire and willingness to coóperate with 
Russia when it can be done without in 
any way stamping our approval on dis- 
honesty and the abuse of every principle 
of right that has been recognized by 
men throughout the generations. 

(e) By the cancellation, after obtaining 
proper agreements, of such part of the 
indebtedness of the Allies to the United 
States as was spent for guns, ими отв, 
war material, food for soldiers, or for any 
other purpose which went directly into 
the maelstrom of war and so served to 
protect the lives of American boys. (It 
is estimated that such percentage would 
be anywhere from 60 per cent to 70 
per cent.) 

(1) Before agreeing to such cancella- 
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tion, to obtain from the representatives 
of foreign governments, on the basis 
of coöperation with them, agreements 
as to the balancing of their budgets, 
the curtailment of inflation and the 
elimination of governmental waste 
whenever justified. 

, (2) Require payment of the balance 

of the indebtedness of the Allies as it 

represents expenditure for civil or 
constructive purposes and so should be 
paid for the good of all nations, in 
order that the integrity of govern- 
mental obligations may be maintained. 

(8) Arrange definite dates of pay- 
ment and interest charges on such 
portion of the loans to the Allies as 
payment is to be required. 

(f) By endeavoring to negotiate a 
banking loan to Germany which shall be 
prior to reparations at maturity if called 
upon by the Allies in their interest to do 
so on that basis. 

(g) By encouraging American in- 
vestments in high class European in- 
dustrial undertakings, when sufficient 
progress towards stable conditions in 
Europe has been made to warrant our 
doing so. 


As time goes on, new opportunities 
to play a very real part in the re- 
-habilitation of Europe willdevelop and 
America must be ever ready to accept 
them. Even with the most intelligent 
coöperation on the part of America, 
the house of Europe cannot be made 
perfect in а day. It is necessary that 
we realize the depth of the wound of 
the world and that we be patient, 
broadminded and fair. Let us strive 
so to live in this great country of peace 
and plenty that our influence and our 
wealth may carry faith, hope and 

.material aid to the peoples of every 
struggling land until their lives are 
once again filled with comfort and 
happiness. 


AMERICAN CoUPERATION DEPENDENT ON EUROPE 
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America's Cooperation in European Rehabilitation 
Primarily Dependent on Europe 


By James SPEYER 
Speyer and Company, New York City 


TAKE it for granted, that by 

America’s codperation, is not meant 
political or military coöperation, un- 
conditional or contingent, because 
every one knows that our people have 
expressed, on that subject, very de- 
cided views, which later developments 
have not tended to modify. By 
coöperation, therefore, I assume, is 
meant American financial and eco- 
nomic assistance. 

We are naturally concerned in the 
improvement of conditions abroad, 
inasmuch as we are a buyer and seller 
on a large scaleininternationalmarkets, 
and are interested in outlets for our 
great natural resources, surplus crops 

"and increasing output of manufactured 
goods. The importance of foreign 
commerce to us should not, however, be 
exaggerated. Our entire foreign trade 
before the War is estimated at about 
10 per cent of our total trade, and it is 
doubtful whether, with Europe im- 
poverished by the War, our foreign 
comunerce for some time could be 
relatively as important as before the 
War. "We are not dependent upon 
foreign markets for feeding our popula- 
tion or for keeping our industries 
fairly well occupied. Undoubtedly, 
foreign commerce materially enhances 
our prosperity, and for this reason, if 
for no other, we follow with sympathetic 
interest every effort or suggestion 
for better trade conditions abroad 
which might result in increased pur- 
chasing power of Europe. This shoyld 
not, however, justify us in embarkjng 
upon any scheme of European co- 
operation which involves unnecessary 
entanglements for us. 


Co6PERATION IN Evrops, Frest Step 


European nations have made some 
progress towards recovery since the 
War and their history after previous 
wars justifies the belief that, even if 
left entirely to themselves, they, with 
their man power, resources, industrial 
training and colonial possessions will 
work out, in time, their own salvation, 
provided they work together as part- 
ners in the common enterprise of 
Europe’s rehabilitation. 

Any effort on our part towards this 
end must prove abortive, until the 
European nations, among themselves, 
actually give proof of that real co- 
operation, which, unfortunately, seems 
lacking today. Apparently some na- 
tions do not yet desire, or at least are 
not making a determined effort, to 
rehabilitate their neighbors. As a 
well-known Englishman has said, 
every country is trying to collect from 
every other, without paying what it 
owes to any other. After having 
“waged war" for four years, these 
nations have ever since been “waging 
peace.” This is not dn exaggerated 
statement in view of what has been 
going on at Genoa. ` 

Only small beginnings have been 
made at revision of the peace treaties, 
which cut up Central Europe into new 
entities, regardless of long-established 
economic relaticnships and units. The 
practical exclusion of Russia and the 
insistence on an indemnity from Ger- 
many, which Mr. Keynes and other 
independent experts consider beyond 
her capacity to pay, remain the greatest 
stumbling blocks to rehabilitation, and 
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these can be removed only by the 
European nations themselves. 

Great Britain is the country in 
Europe that first realized the impor- 
tance of balancing her own budget and 
paying her debts and of the political 
and economic problems confronting the 
world. Her representatives are also 
seeking іп ‚а spirit of fairness and 
common sense, which is their charac- 
teristic, to convince other nations that 
jealousies and hatreds must be put 
aside in the endeavor to restore normal 
conditions and international trade. 
Let us hope these ideas will in time 
prevail and find expression through 
mutual accommodation and greater 
good will. 


AMERICAN Соор WiL 


In the meantime, America has given 
abundant expression of good will 
towards Europe. I do not wish to 
discuss here the help extended in 
altruistic spirit to the suffering nations 
during the War and since, both by our 
government and by Americans as 
individuals, and particularly through 
the Quaker organization, or to draw up 
a balance sheet for moral obligations 
between Europe and ourselves. Un- 
fortunately, however, one thing stands 
out, namely, that American modera- 
tion and unselfishness throughout this 
period, and particularly at Versailles, 
have not been taken as an example by 
European statesmen generally. This 
has caused keen disappointment among 
our people and some reluctance to 
` coóperate. 

Some efforts are still being made by 
auto-suggestion, or otherwise, to have 
it appear that somehow we ought to 
cancel the debts which foreign nations 
owe to us. At times, the argument is 
based on moral grounds and, again, 
on the inability of European countries 
to pay. I do not claim to be an expert 
in any of these matters. Some time 
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ago, Senator Owen, on returning from 
а trip to Europe, expressed the opinion 
that our foreign debtors would be well 
able to pay in full. There is every 
reason, however, why our government 
should not be too exacting and why it 
should adjust both interest and time 
of payment in a liberal spirit and in 
&ccordance with the financial circum- 
stances'of each debtor nation. 

There are other steps which our 
government might take in order to 
help Europe. As has been urged by 
others, private property seized by our 
government as a war measure should 
be restored to the owners for productive 
and stimulating use. Our mercantile 
marine should be put in a position to 
help in quickening commercial inter- 
course. 

One thing, it seems to me, our 
government should not do at this time, 
and that is, raise a tariff wall against 
the importation of goods from Europe. 
To do so would necessarily retard the 
rehabilitation of Europe and reduce the 
ability of European nations to purchase 
in our markets. A prohibitive tariff is, 
therefore, not in our mutual interests. 


COÖPERATION THROUGH ÁMERICAN 
CAPITAL 


While direct assistance and собрега- 
tion on the part of our government 
must necessarily be limited, there is no 
reason why eoóperation through private 
effort along established lines should not 


, continue on an increasing scale. Т 


refer, particularly, to the granting of 
credit by our banks and bankers, and 
the purchase of foreign securities by 
investors. This is a practical business, 
and a very effective way to improve 
trade and exchange for countries 
degerving help, and does not com- 
promise the financial position of our 
government or its just claims against 
foreign nations. 

It would add to our contribution 
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towards European recovery, if, before 
placing large European loans in this 
country, our bankers would carefully 
examine the security offered, and dis- 
criminate against nations which are not 
making а real effort towards rehabili- 
tation by balancing their budgets 
through decreased expenditures and 
increased taxes, and, particularly, 
against nations which are likely to use, 
directly or indirectly, moneys obtained 
from us, or money due and not paid to 
us, for maintaining large standing 
armies and navies, which will always be 
a menace to the peace of the world. 


Lesson oF THE Суп, War 


In conclusion: It is just about sixty 
years since this country was engaged 
in civil war which left the South, 
particularly, without resources and 
more prostrate than any part of Europe 
is today, and the whole country with a 
depreciated currency. British, Dutch 
and German investors then saw their 
opportunity, and contributed capital 
to build our railroads and develop our 
natural resources. While the situation 
is, of course, not strictly parallel, we 
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might well profit by their example. 
European nations, too, might profit by 
the example of what we did ourselves 
after our Civil War. The great 
majority of our people, North and 
South, went to work with a will and 
with the determination to forget and 
forgive. Itake the liberty of reminding 
European nations of the words of 
Lincoln: “With malice towards none, 
with charity for all,” and of the words 
of General Grant, after victory, “Let 
us have peace." If European nations 
will act toward one another in the 
spirit of these great Americans, they 
will find America more ready than ever 
to coüperate with Europe in a large and 
generous American way. 

While our coöperation would be 
very valuable, it is not indispensable to 
the rehabilitation of Europe, nor is the 
rehabilitation of Europe indispensable 
to our progress; both would be materi- 
ally aided and hastened by coöperation. 
In our efforts at codperation, we must 
naturally put America first, but in 
doing so, Europe will find, as President 
Harding has said, that “America first, 
does not mean America selfish." 


America's Cooperation a Prerequisite to European 
Rehabilitation 


By Suas Н. Strawn 
President of the Illinois Bar Association! 


HE people of the United States 

have three interests in Europe, 
each of equal importance. We are de- 
sirous (1) that peace shall prevail; (2) 
that some disposition shall be made of 
the debts which the European countries 
owe us, and (3) that our forgign trade 


1 Mr. Strawn was a member of fhe Chamber 
of Commerce Committee which went to Central 


shal be preserved and promoted. 
These subjects are also of vital interest 
to the European nations. Let'us con- 
sider them in the order named. 


PEACE 


We must have peace. No argument 
is necessary to demonstrate the truth 
of this proposition. Law and order, 


Europe last summer to make a thorough study of « and confidence in the stability of 


conditions there.—C. L. K. Editor. 
13 


government, are conditions precedent 
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to a normal economic life. No nation 
can be rehabilitated until its people 
cease to think about war and about 
aggressions upon their neighbors. 

It would seem to be the policy of the 
United States, for the present at least, 
not to become involved in European 
political controversies or to help 
police European nations against each 
other. France will never forget the 
fact that, as a condition precedent to 
waiving her contention for a buffer 
state between her eastern frontier and 
Germany, our representatives at Ver- 
sailles agreed (1) that the United 
States would be party signatory to the 
treaty; (2) that it would become a 
member of the League of Nations, and 
(8) that it would join with Great 
Britain in a separate assurance of aid 
against another unprovoked attack by 
Germany. Not one of these agree- 
ments did we ratify. 

In accordance with the terms of the 
Armistice, our army, together with the 
armies of Great Britain, France and 
Belgium, occupied the Rhine territory. 
The purpose of this occupation was to 
prevent the renewal of war by Germany 
and to insure her disarmament and the 
payment of the indemnities. 

At the end of the War the hatred of 
the French people by the German 
people was equaled only by the fear of 
the Germans by the French. The in- 
tensity of that feeling has continued 
to the present day. This togetherewith 
the chaos in Russia, makes the re- 
habilitation of Europe difficult indeed. 

Both the Germans and the French 
have confidence in the disinterested- 
ness and fairness of our forces. That 
their remaining on the Rhine is not 
only agreeable to, but desired by, the 
Germans and French, as well as the 
British, is evidenced by their recent 
joint and several requests. The pres- 


ence of our troops in Germany is a . 


most mollifying influence for peace. 
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The fact that our soldiers are on the 
Rhine indicates to our allies, and to 
Germany as well, a desire on the part 
of our government, in so far as it 
consistently can, to help in adjusting 
the troubles resulting from the great 
cataclysm in which we participated. 

Although three and a half years have 
elapsed since the Armistice, peace does 
not obtain in Europe. It will not 
prevail until the hatred between 
Germany and France is destroyed; 
until France has the assurance of her 
late allies, some or all of them, that 
they will come to her aid against an- 
other unprovoked attack by Germany; 
until France is satisfied that Germany 
is paying, or at least is doing her ut- 
most to pay, the reparations fixed by 
the Reparations Commission, and until 
Germany and Russia are again con- 
sidered among the family of nations. 

France demands the maximum of 
reparations with the minimum of in- 
dustrial recovery in Germany. France 
must be convinced this is an economic 
impossibility—she may know it now. 

Germany, on the other hand, must 
be told by someone that she must be- 
stir herself and demonstrate what she 
can do toward paying her obliga- 
tions—that she cannot continue to 
“stall,” if I may use the language of 
the “ring.” 


Tus DISPOSITION oF THE DEBTS 


Ever since the War we have heard 
bold assertions that the debts should 
be collected, and some have gone so far 
as to declare that our allies are able 
to, pay them. No one, however, has 
as yet devised a satisfactory plan as to 
when and how they shall be paid. The 
subject is most controversial. All 
agree that the financial and economic 
affairs of Europe are sick, but by no 
one has в lasting cure been prescribed. 

The more we consider the matter, the 
more complicated does the problem 
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become. Although the United States 
is to receive nothing from the Repara- 
tions Fund, she is vitally interested in 
the subject. It is inextricably involved 
with our allied debts. For the purposes 
of this discussion, however, I shall refer 
only to the debts. 

International debts can be paid in 
three ways: (1) in gold, (2) in goods or 
service, and (8) by the sale of securities. 

Inasmuch as we have 40 per cent of 
the entire stock of gold in the world 
available for monetary purposes, the 
European nations cannot pay the debts 
in gold. For the purpose of the 
illustration, let us assume that each of 
our allies had enough gold to pay the 
debts due us. The debts owed to the 
United States, to Great Britain and 
France, respectively, are shown in the 
table below. 


Tun INrER-ALLIED DEBTS 


A 

Principal and Interest owing from Great 
Britain, France, Italy and Belgium, to the 
United States: 


Great Britain........ $4,675,492,101.23 
Ётапсе............... 8,716,514,527 .47 
ИУ 1,850,818,782 .97 
Belgium.............. 420,263,997 .55 

Total from these . .  $10,602,584,409 8% 


Total due from all 
other nations.. .. 


d B 


$666,696,822.05 


Debts due from her Allies and Dominions to , 


Great Britain, to March 81, 1921. (Converted 
from pounds sterling at pre-war rate of 4.86) 


Dominions..... .... $699,840,000 
Russia ....... ..... 2,728,404,000 
France.... ..... ... 2,7707,020,000 
Italy. ...... 8,217,248,000 
Belgium: 
(a) War ....... 458,784,000 
(b) Reconstruction 43,740,000 
бегЫа.............. 107,406,000 
Portugal, Roumania, ы 
Greece and other allies 321,782,000 
Ве[е!.......... ... 81,162,000 
Total . 310,365,386,000 
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C 
Loans t» Foreign Governments by France to 
June 80, 1921. 
(Converted from francs at pre-war rate of 5.18) 


Belgum . ......... $584,300,000 
Czechoslovakia 106,000,000 
Esthonig........ ... 2,992,000 
Georgia. ...... ..... 38,500 
Greece. 177,200,000 
Шу 2 9,450,000 
Latvia ............ 2,220,000 
Lithunia............ 1,158,000 
Montenegro. ........ 2,500,000 
Poland.............. 208,800,000 
Roumania........... 218,000,000 
Russia. ......... ... 1,111,000,000 
Serbia ............. 300,000,000 

Total ........ ... $2,717,888,500 


Assuming that the world's stock of 
gold for monetary purposes is not in 
excess of $10,000,000,000, the figures 
in the table opposite show that the 
debts of the Allies to us alone are in 
excess of the present available gold 
Stocks. It is therefore impossible for 
the Allies to pay in gold even the in- 
terest upon the debts due the United 
States. 

One of the great difficulties in 
Europe today is the depleted stock of 
gold reserves. Further depletion by 
payment of debts due us would dis- 
astrously affect European rehabilita- 
tion. 

France owes the United States 
$8,700,000,000; she owes Great Brit- 
am  $29,700,000,000. Italy owes us 
$1, 850,000,000; she owes Great Brit- 
ain $3, 200, 000,000. Belgium owes us 
$420,000,000; she owes Great Britain 
$500,000,000. While France owes 
Great Britain $%2,700,000,000, she 
foaned almost the same amount to 
other countries on the side of the 
Allies. France advanced to Russia 
more than 81,000,000,000 and to Bel- 
gium $500,000,000. Great Britain ad- 
vanced to Russia $2,700,000,000. 

Who is to be paid first? Shall 
France pay us before she pays Great 
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Britain? Shall Italy pay us before 
she pays Great Britain or France? 
Shall Great Britain collect her debt 
from France and then pay us? Shall 
Belgium pay us before she pays 
France? Or how shall the payments 
be made? Who thinks that all or any 
of these European countries will pay 
us all of our debts before they pay 
their neighbors anything? Who shall 
say we are a preferred creditor? 

A study of the imports and exports 
of the allied countries for the years 
1910 to 1914 inclusive, and 1919 and 
1920, will reveal the inability of these 
countries to build up trade balances 
in this country to meet their obligation 
to us. All the allied countries save 
Cuba, Greece and Serbia, show an 
unfavorable balance of trade with the 
United States during the period in- 
dicated. It is unreasonable to expect 
our principal allied debtors to build up 
gold credits in the United States by a 
favorable balance in direct visible 
trade with this country sufficient to 
pay even the interest on their debts. 

But assuming these debtor countries 
did build up these credit balances in 
this country, then it would be neces- 
sary to secure from taxation or other 
governmental revenue sources, the 
means to buy the exchange from the 
exporters having the credit balances 
with which to pay these debts. 

But this is not the time to discuss 
the payment of the debts. We make 
the point that they can never be paid, 
without our active coüperation with 
the debtors. 

Considering the fact that the budgets 
of all debtor countries, except Great 
Britain, show large deficits, it is ob- 
vious our allied debtors could not pay 
now, even though the trade balances 
were here. A financial rehabilitation 
of Europe requires our собрега оп. 

No European nation can even gart 
toward the payment of its debts until 
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it ceases to inflate its currency; until 
it at least attempts to balance its 
budget, and until it gets on a produc- 
tion basis. The prosperity of the 
United States, as well as of every na- 
tion in Europe, requires a compliance 
with these conditions. 

Assuming an earnest effort is made 
by the European nations to stabilize 
their exchange and balance their 
budgets by effective systems of taxa- 
tion, we come next to the question of 
foreign trade. This involves a con- 
sideration of international relations 
more complex than any questions of 
trade and finance that have even been 
undertaken. It necessarily requires 
the participation of the United States. 
To refrain from participating in such 
an undertaking would mean that we 
must give up any hope not only of 
collecting our foreign debts, but also of 
being hereafter any considerable factor 
in the world’s commerce. 


Our Fortran Trapp 


It has been frequently stated that 
this country is the richest and most 
diversified in resources on earth, and 
that the percentage of our foreign to 
our domestic trade is so small that we 
can entirely isolate ourselves from the 
rest of the world and prosper by living 
"on our own." We hear even the 
great]statemen in Congress voice the 
popular slogan, “America for Ameri- 
cans." Where is America? 

In 1898 as the result of the Spanish 
War we found ourselves possessed of 
the Philippines, Guam, Porto Rico 
and a protectorate over Cuba. Inthe 
same year the Hawaiian Islands be- 
came a territory of the United States 
by act of Congress. Since then we 
have, acquired rights in, or protecto- 
rates, over, Samoa, Panama, Santa 
Domingo and Haiti and as late as 1917 
we bought the Virgin Islands. Not 
counting Cuba, these acquisitions total 
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280,000 square miles of territory with 
18,000,000 people. The distance from 
the Virgin Islands to the Philippines is 
more than half way round the earth. 
And yet we hear we are not a world- 
nation! | 

In considering the subject .assigned 
us, let us ignore any moral responsibil- 
ity to aid in settling the world-con- 
troyersy in which we participated. 
Let us, for the moment, disregard the 
possibility of another World War, 
unless we help settle this one. Let us 
not contemplate getting into another 
war, or our inability to keep out of the 
last one, and let us confine ourselves 
strictly to the text. Let us consider 
the present situation solely upon the 
basis of our own selfish interests with 
regard to the ability or inability of the 
European nations to rehabilitate them- 
selves without our coóperation. 

During the past fifty years, and more 
intensively during the last thirty, the 
productivity of the industrial nations 
of the world has increased enormously. 
Especially is this true of Great 
Britain, Germany, Japan and the 
United States. This industrial growth 
was made possible only by a corre- 
sponding expansion of markets. 'The 
necessity for foreign markets was, and 
is, more, vital to the European na- 
tions and to Japan than to the United 
States. However, for many years 
prior to the War it became apparent 
that the continuous development and 
prosperity of our industries necessi- 
tated a constant enlargement of foreign 
markets and increase of our foreign 
trade. 


FonziaN Trapt DEVELOPMENT 


From 1880 to 1914 our exports of 
manufactures increased from ahout 15 
per cent to 47 per cent of our total 
exports. During the same period the 
percentage of our combined exports of 
raw materials and food products 
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decreased from 85 per cent їо 58 рег 
cent. 

For the fiscal year ending June 80, 
1920, the percentages of the quantities 
exported to total production in this 
country of tobacco, copper, cotton, 
wheat and pork were respectively 
45.6 per cent, 39.3 per cent, 32 per cent, 
21.1 per cent and 17.5 per cent. Our 
average exportation of cotton for the 
fiscal years 1910 to 1914 was 8,840,000 
bales. 

For the fiscal year ending June 80, 
1921, we exported 293,268,000 bushels 
of wheat, or 37 per cent of the total 
crop; and for the year 1920, of our 
total crop of cotton of 12,987,000 
bales, we exported 5,409,000 bales, or 
42 per cent. 

Every day ships leave our ports, 
carrying in their holds the products 
of our agriculture and manufacturers 
consigned to every civilized country 
under the sun. Returning, these same 
ships bring back to us raw materials 
or manufactured goods which we can- 
not produce at all or else in quantities 
insufficient to satisfy our needs, such 
as petroleum, manganese, quebracho, 
rubber, nickel, tin, silk, clothing, woolen 
cloth, twine, canvas, flax, linen, lace, 
jute, sisal, chicle, cocoanut oil, coffee, 
tea, coca, sugar, rice, spices, platinum, 
vanadium, and a vast number of other 
commodities too numerous to mention. 

More than one-third of the people of 
the United States live upon farms or 
are dependent upon agriculture. Their 
prosperity depends not so much upon 
the amount which they produce as upon 
the price which they receive for their 
products. While to a certain extent 
the price is influenced by domestic 
demand, the foreign demand is the 
determining factor. This is as true of 
the United States as it is of Great 
Britain or any other large producing 
eeuntry. | 

In proportion to the reduction of the 
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price of farm products, is the purchas- 
ing power of the farmer diminished. 
The inability of the farmer to buy 
ramifies through every industry. It 
affects the manufacturers of steel, 
farm machinery, automobiles, ma- 
chines, leather paints, building ma- 
terial, glass, clothing and every article 
of human consumption. 

For a hundred years our whole 
economic development has been ad- 
justed to meet a continuously in- 
creasing foreign trade. On account of 
the War the productivity of our in- 
dustries was enlarged to such an extent 
that it has been authoritatively stated 
we can now turn out as much manu- 
factured products in seven months as 
we could turn out in twelve months be- 
fore the War. To persuade our manu- 
facturers to gear down the machine to 
pre-war capacity seems quite impos- 
sible. 

We cannot isolate ourselves, An 
abandonment of our foreign trade 
would result in an economic panic in 
this country the like of which has never 
been experienced. 


REHABILITATION AND FoREIGN TRADE 


What direct relation has our foreign 
trade to European rehabilitation? 

'The reduced purchasing power of 
the European nations directly affects 
the foreign demand for our products 
raw and manufactured. It is said 
that the buying power of mere than 
800,000,000 people in Europe is re- 
duced to 25 per cent of what it was 
before the War. 

Any diminution in foreign demand 
for the large percentage of the crop of 
our cotton which yearly goes abroad 
&dversely affects all of the cotton 
growing territory and the prosperity 
of 30,000,000 of our people living in 
the southern states. At the same time 
it deprives the people of England, of 
Germany, of Poland and of every other 


Tan ANNALS OF THE AMERICAN ACADEMY 


European country engaged in the 
manufacture of cotton goods, of the 
opportunity to work and to earn the 
money with which to live and to pay 
their debts and taxes. Cotton is the 
clothing worn by countless millions. 

So long as the European nations, by 
reason of their chaotic industrial and 
financial conditions, are unable to 
purchase our raw materials or, to 
produce commodities required by us, 
their prosperity as well as ours must 
wane. 

While our prosperity demands a 
favorable balance of trade, it is equally 
true that the maintenance of a large 
volume of imports by us is as essential 
to our progress as is the maintenance 
of a large volume of exports. The 
European nations cannot continue to 
purchase our goods unless we purchase 
theirs. They cannot purchase our raw 
materials unless they have credit. 
They cannot establish credit until their 
debts are adjusted. They must put 
their, own “houses in order," but we 
must codperate with them to that end. 

The business men cf the United 
States probably could readjust our 
industrial machinery to a production 
basis below the pre-war level. They 
could confine themselves to the de- 
velopment of our domestic trade. But 
they never will do it. If they did, it 
would result in the most destructive 
competition ever seen. 

The responsibility of solving the 
great international economic questions 
now confronting thé world and the 
restoration of normal conditions of 
trade and finance, rests, not upon the 
governments, but upon the people, 
upon the business men and bankers of 
the various nations. Practical men 
who kave spent years of intensive 
study in the building up of business and 
financial institutions know best how 
to restore the world's economie bal- 
ance. Political leaders must bring 
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about confidence in the stability of 
the governments of the European 
nations, but the real work of rehabili- 
tation must be done by the people. 
The efficiency of the government of 
any country depends upon the intelli- 
gence and vision of its people. 

For years business organizations 
have been a part of the national life 
of every European country. Each 
important business center in Europe 
has such an organization. During the 
last fifteen years the business men of 
this country have realized the efficacy 
of business association. The Chamber 
of Commerce of the United States is 
& splendid national organization. 

'The International Chamber of Com- 
merce, with a membership of twenty- 


two countries, is exerting a great іш- 


fluence on the European situation. 
Through its instrumentality business 
men of all countries may come to- 
.gether and agree as to policies to be 
pursued by their governments, and 
then exert their influence on the gov- 
ernment to secure results. In addition, 
plans to improve world conditions 
may be conceived and carried through 
without governmental action. 

The reports of the Genoa Confer- 
ence indicate that the European 
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economie situation is critical. It is 
apparent that the European countries 
cannot start the machinery to make 
the world function again as a going con- 
cern without our coöperation. Their 
attempt to settle the economic troubles 
of Europe at Genoa without our 
presence js as futile as to try to 
rearrange or adjust the affairs of an 
individual bankrupt in the absence 
of his chief creditor. When and where 
we shall engage in another conference 
with the European nations, and where 
and on what terms we shall recognize 
Russia as a nation may be left to the 
judgment of our President and his 
cabinet—to such strong, courageous 
and patriotic men as Secretaries 
Hughes, Hoover and Mellon. 

It is the function of organizations 
like the American Academy of Politi- 
cal and Social Science to do what the 
Academy is now trying to do—edu- 
cate the people of this country to think 
internationally, so that when Congress 
may be esked to authorize the par- 
ticipation of the United States in the 
solution of international problems, the 
members of our national legislature 
may think and act as becomes the 
representatives of the richest and most 
progressive country on earth. 


Is American Coóperation Necessary for 
European Rehabilitation? 


By Epwarp A. Fone 
President, William Filene’s Sons Company, Boston, Director, International Chamber of Commerce 


HE answer to this question is 

“уез.” If the rehabilitation of 
Europe is to come within the present 
generation, if new wars are to pe 
avoided and we are to have a stabilized 
world during our lifetime, it seems 
clear that American coöperation is 
indispensable. 


Óne who understands the problems 
that have for some weeks been under 
discussion at Genoa can hardly doubt 
that if three years ago we had seen the 
actual needs of the situation, as great 
numbers of us see them now, and had 
then whole-heartedly assumed the 
responsibilities for that part of the 
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rebuilding of civilization that belongs 
to this great people, the entire world- 
situation would be different from what 
it now is and much more satisfactory. 
И even now we can begin to deal in 
sane vision and courage with these 
problems, Europe can be placed on her 
feet at no distant day and the situation 
saved both for her and for us. s 

If we present-day Americans, how- 
ever, prove unable to see how essential 
it is, both for Europe and for ourselves, 
that we coóperate in this rehabilitation, 
then will it nevertheless come about, 
but not in this generation. And even 
when it comes, it will be without our 
help, honor or profit. Mr. Lloyd 
George has a faculty of succeeding 
when all others think he will fail. It 
may be that he will succeed at Genoa 
and even now create an association of 
European nations which will bring 
about rehabilitation without our aid. 
But if this is accomplished, it will be 
hardly less than a miracle. 

Even if the European nations now 
assembled at Genoa! should be able to 
achieve enough harmony to sign a 
ten-year pact not to disturb the peace, 
yet I do not believe that such an agree- 
ment will furnish a sufficiently strong 
guaranty for the future without the 
participation of the United States. I 
do not mean that without us Europe 
will go immediately and utterly to 
pieces. Civilizations do not disappear 
in that way. I have little doubt that 
after a few generations more of war 
and increasingly unbearable taxes and 
revolutions there will come a reaction 
which will establish international law, 
backed by the sanction of all the 
European nations. It will come by 
very reason of the unbearableness of 


the situation. This reign of law as a. 


substitute for war will gradually suc- 


1This paper was written before the conclu- 
sion of the Genoa Conference—C.eL. K., 
Editor. 
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ceed even without our coöperation. 
But it is certain that such a recovery 
will be considerably postponed—prob- 
ably long postponed—through our 
continued aloofness. 


EUROPEAN Товмоп, A NATURAL 
Везогт or Wan 


Three years have now elapsed since 
the conclusion of the Great War, 
which, to use Premier Clémenceau's 
phrase, deserved “а great peace." 
What are the results? If we face the 
facts squarely, we must admit that 
the nations are not yet at peace; that 
though military operations have, for 
the moment, ceased, yet economic 
warfare, which is a breeder of war, still 
goes on. There is a mutual distrust 
everywhere and in every nation a desire 
to be prepared for a future contest. 

Deplorable as such a situation is, it 
is not one that ought to surprise or 
puzzle us. What is happening in 
Europe is inevitable and, on the whole, 
simple. Given certain premises, it is 
relatively easy to foresee what trend 
events must take. To do so, one does 
not need to be a prophet or the son of a 
prophet. As far back as 1917, in an 
article published on May 27 of that 
year, I said: 


Suppose this war is ended by a con- 
ventional treaty and that no other way is 
left open to settle future disputes. Then 
not only will the nations of Europe be 
compelled to face their tremendously 
burdensome war debts, but they will also 
be obliged to keep up their armaments on a 
scale that the present war has taught them 
to be necessary in international clashes. 

7 It is probably conservative to say that this 
means that the peace-time expenditure 
for armies and navies will be at least 
double what it was before the War. 


‚ We now learn that, whereas the 
combined armies of Germany and 
Austria-Hungary numbered before 1918 
only about a million men, the combined 
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armies of France, Poland and the 
Little Entente today number almost 
two million. We also learn that, 
despite the Washington Conference, 
the naval expenditures of Great Britain, 
the United States and Japan are not 
less than they were before 1914. 

After returning from a study trip 
to Europe last summer, during which I 
visited nine countries and conferred 
with the leaders of all classes in each, 
Т said in an article published on No- 
vember 27 last in the New York World: 


We now witness an economic war in 
process, with increasing hatreds between 
nations—-a situation full of peril to Europe, 
destructive to the economic well-being and 
possibilities of peace of the whole world, and 
all because of a hopeless attempt to get on a 
“defensive war” footing, when every eco- 
nomic consideration points to the wisdom 
and necessity of a sound business footing. 


And since last fall the situation has 
not much improved. 

On April 26, addressing the as- 
sembled press representatives at Genoa, 
Mr. Lloyd George, the British Prime 


Minister, compared Europe to seething . 


racial lava, which, like the earth’s 
crust, was seeking a proper level. 
This adjustment, he said, was full of 
peril. In his opinion the disorganiza- 
tion of Europe would affect the entire 
world, including the United States. 
“We must realize," he said, “that 
Europe is not on good terms and that 
storms are now arising with which we 
must deal. We had hoped that the end 
of the War meant the end of brute 
force, but unless Europe’s problems are 
solved there is no assurance that force 
has given way to right.” 


GENOA CONFERENCE AN ATTEMPT TO 
SonvE EunoprE's POLITICAL e 
PROBLEMS . 


It was to solve these problems that 
the conference at Genoa was called. 
I believe it is a mistake to criticize that 
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conference, as has been done, for being 
political rather than economie. In the 
World article of last fall Y wrote, 
“There are political adjustments that 
must precede the economie adjust- 
ments; but the economic adjustments 
must be understood in order to make 
the political adjustments possible." 
Secretary Hughes emphasized this 
same point when he characterized the 
Genoa program as political rather than 
economic. 

In order to make the economic ad- 
justments possible, the European 
States must first come to some degree 
of mutual understanding. There must 
be & return of confidence before there 
can be a restoration of trade. When 
you wish to start a business concern 
you organize your company, adopt a 
charter and by-laws and elect your 
officers and directors, before you issue 
stock or begin actual operations. It is 
the same with Europe. Its component 
states must first come to a political 
agreement before they can achieve 
economic coóperation. 


PROPOSAL OF A Ten-YEAR TRUCE 


What is the program at Genoa? In 
brief, it is, first of all, an agreement not 
to fight, at least not for ten years, and 
an agreement to talk things over before 
resorting to force. In general, the 
problem before the European states 
today is sjmilar to that before the 
thirteen American colonies at the close 
of the War for Independence. There is, 
however, this difference; that, whereas 
the thirteen colonies had fought side by 
side against the same enemy, the 
European states have been fighting 
each other. It took several years to 
frame the American Constitution and 
several more to get it ratified by the 
required majority of states. The 
Eurépean situation, being much more 
complex and difficult, cannot reason- 
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ably be expected to clarify itself im- 
mediately. 

Whether such an agreement not to 
violate the national borders for at least 
ten years, as now established, would 
keep the peace or not it is difficult to 
predict. At any rate it would be a 
beginning. But, in the long run, the 
people of Europe, as well as of the 
United States, will realize that there is 
only one permanent substitute for war 
as a means of settling international 
disputes. And that substitute is a 
court that ‘would deal with them 
according to international law. Just 
as one of the functions of the Supreme 
Court of the United States is to settle 
differences between the states, in case 
of disputes between them, so the 
states of the world must have an 
international court in whose integrity 
all have confidence. Now the question 
arises’ whether such a court could 
succeed without the support and back- 
ing of the United States, the nation 
with the greatest material resources in 
the world. 

"America could exercise an in- 
fluence no other could command," 
said Mr. Lloyd George, when ad- 
dressing the assembled press represent- 
atives at Genoa. “She could come 
here free and disentangled and with 
the prestige which comes from her 
independent position. She would come 
with the voice of peace. But America 
is not here; so Europe mustedo her best 
to solve her problems in her own way.” 


ABSENCE OF ÁMERICA А SOURCE 
or PERIL 


* 

Already the absence of the United 
States from the League and conferences 
of the nations has been the cause of 
many 'of the immediate dangers to 
peace. This absence has made in- 
operative those international tribunals 
that would adjudge peaceably «the 
disputes that now threaten to flare up 
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into war. The lack of American 
coöperation is the chief reason why 
France has been obliged to base her 
German policy on fear of attack. Twice 
within the memory of men now living, 
France has been attacked by Germany 
and has suffered grievously. The 
Treaty of Versailles was based on 
American participation with the Allies, 
and since that support was suddenly 
withdrawn, France has had to keep 
her men under arms instead of setting 
them to work at economic reconstruc- 
tion. This reconstruction, if under- 
taken, would, in turn, have improved 
our own business conditions. Fear of a 
new attack makes the French govern- 
ment unstable unless it panders to 
this fear, instead of doing the un- 
dramatic, burdensome things necessary 
for rehabilitation. In France, as in 
other countries, the party in opposition 
uses these fears that possess and domi- 
nate the public mind, to unseat the 
government. When Premier Briand 
tried to be conciliatory he had to 
resign because he could not allay this 
haunting dread of another invasion, 
which American coöperation alone 
could banish. 


AMERICAN ALOOFNESS MAKES FOR 
GERMAN-RUSSIAN ALLIANCE 


Indirectly, our absence is the cause 
of despair in Germany. ‘Without ап 
adequate guaranty of safety, France 
cannot afford to let Germany revive 
economically. A Germany strong in- 
dustrially means a Germany potentially 
strong militarily. So, while France 
insists on a strict enforcement of the 
Treaty of Versailles, Germany sees 
nothing but economie subjugation 
ahead. This is the fundamental reason 
why she has turned to Russia, the only 
country that will be both able and 
willing to supply her steadily with raw 
materials and a continuous market for 
her manufactured goods. А rap- 
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prochement between the two coun- 
tries has been certain, since the refusal 
of the United States to grant a guaranty 
of safety to France has driven that 
country, through terror, to a strict 
enforcement of the Versailles treaty. 

An agreement with Russia thus 
‘becomes Germany’s only recourse. As 
long ago as October 14, 1920, I 
made the following statement: “Sooner 
or later there will be some kind of 
understanding between Germany and 
Russia. If there is, and Germany is a 
red and revolutionary Germany, the 
world will have to arm itself to defend 
the principles of democratic govern- 
ment against Bolshevism and anarchy.” 
The present Germany has given abun- 
dant evidences that it does not want 
to become revolutionary; but if the 
present impasse continues, if living 
conditions continue to become worse 
and there is little hope for the future, 
__then the extreme left wing of radicals, 
who expressed such joy at a public 
demonstration in Berlin when the 
Russo-German trade pact was an- 
nounced from Genoa, may combine a 
revolutionary Germany with a Bol- 
shevist Russia. If this comes to pass, 
all of the other powerful nations will 
have to combine to form a counter- 
balance. During our own lifetime and 
possibly for another generation we 
shall have a world of growing arma- 
ments and war, while taxes, becoming 
ever more and more unbearable, 
will, in turn, make for radicalism and 
revolution everywhere. 


“DEFENSIVE War FOOTING” IN THE 
BALKANS 


In the Balkans there is another 
danger spot, where the lack of an 
international tribunal with the power 
of the United States behind it, forces 
each little country to get on a “‘defen- 
sive war footing” when every economic 
consideration points to the wisdom of 


187 


and necessity for a sound business 
footing. Since even the best trained 
soldiers are of little use, unless backed 
up with a modern industrial organiza- 
tion to supply them with material, 
nation after nation is reaching out to 
secure such an organization. Instead 
of developing along its normal and 
profitable channels, it must make 
itself a forced, hothouse, industrial 
concern, even though as an agricultural 
country it ought to be a land of plenty. 
Of course the dread is that of being 
defenseless against the possible sudden 


„onslaught of an even smaller nation 


which is industrially prepared for war. 

It is for this purpose that economic 
barriers, such as high protective tariffs 
and political barriers to trade, are 
built up between nations that are 
really economically interdependent. 
Such economic wars are but real wars 
in their infancy. But as economic 
distress under such conditions is bound 
to continue, there is danger of forma- 
tion in the Balkans of the long talked 
of Panslavic Union. Under the tute- 
lage of & revolutionary Russia this 
would include a threateningly large 
part of Europe and great portions of 
Asia. It is this possibility that Mr. 
Lloyd George undoubtedly had in 
mind when, before going to Genoa, he 
pictured to the House of Commons the 
scene of western Europe overrun by 
revolutionary hordes from the East. 
If this should come to pass, how long 
would the United States remain im- 
mune? 


America Micur Have PREVENTED 
. MonHAMMEDAN UPRISING 


Another great danger to peace is the 
recent uprising of the Asiatic races, 
which, if Europe and our own United 
States remain divided and weak, is 
bound to become & menace in ever 
greater and greater degree. "There is 
trouble brewing, not only in India, but 
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in Egypt, Morocco, Arabia, Persia and 
in Central Asia, where the Bolshevist 


movement joins hands with Pan-: 


Mohammedanism. In my judgment, 
and in that of many very much better 
students of world-conditions than I, 
this Mohammedan revolt, which 
threatens primarily England, but in 
reality all of her allies, would not have 
occurred had not our own coöperation 
been lacking. Under the League of 
Nationsthere would have been a chance 
for international adjudication of such 
troubles and such adjudication, in 
view of the confidence these peoples 
had in the leadership of the United 
States, would have forestalled the 
avalanche that now threatens. 
Already one of the chief results of the 
Peace Treaty, the expulsion of the 
'Turk from Europe, which would have 
made it possible for Russia to reach 
warm water by peaceful means, has 
been lost. Until Russia gets such an 
outlet we shall forever be faced with 
the danger of another war. You can- 
not bottle up an empire like that 
without incurring the danger of an 
explosion. The makeshift settlement 
of the Armenian question, which we 
have recently witnessed, cannot help 
causing future troubles, unless we get 
into a combination that is strong 
enough to give full justice and pro- 
tection to this cruelly abused race. 


"Risks or NoN-PARTICIPATION IN 
Үовір-Рвовивмё 


A lifetime ог а generation is only a 
split second on the clock of progress 
and to the historian of two or three 
hundred years hence it will make 
little difference whether the substitu- 
tion of international law for warfare 
takes place in our generation or two or 
three generations hence, but to us and 
to our children the difference will be a 
basic one. К 

For our immediate interest, and for 
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the welfare of the next generation, the 
risks of delay in the rehabilitation of 
Europe are too great to be properly 
incurred. As a matter of fact, I think 
that Europe will be rehabilitated and 
that it will be done with our aid. Аз 
long as we do not give our aid, do not 
assume the responsibilities that are * 
necessary for a return of confidence, 
good times will not be restored in our 
own country; we shall not be able to 
put our unemployed to work, or make 
reasonable profits in our businesses. 
No country can be self-sufficient and 
ours is no exception. 

Our producing ability, as now organ- 
ized, is greater than our capacity to 
consume, and without markets for our 
surplus products we shall be forced into 
a long period of adjusting our output 
to a greatly limited home market, 
which will bring years of over-competi- 
tion, super-competition that will de- 
stroy profits and cause unemployment, 
a constantly lowering standard of 
living, and labor troubles on a large 
scale. Nor can we economically manu- 
facture everything we need, no matter 
to what heights the tariff walls are 
raised. Moreover, by remaining iso- 
lated we shall inevitably raise through- 
out the world a spirit of anti-American- 
ism, which will injure us for a long 
time to come. 


ENTRANCE TO INTERNATIONAL COURT 
THE Next STEP 


Not only will such a course work to 
our material disadvantage, but, unless 
we assume the responsibilities for 
Europe that our duty demands, we 
shall not satisfy the conscience of the 
nation. But we shall not stand out- 
side. We shall soon be doing our duty 
to Europe and the rest of the world. 
This, nation is founded on faith in law 
and there is no substitute for war as a 
means of settling international ques- 
tions except law. The practical next 
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stepin our effective assistance of Europe 
is to help institute this new régime of 
law and order by backing the interna- 
tional court which has already been or- 
ganized at The Hague and on whichthere 
is already serving a leading American 
jurist most experienced in international 
law. The overwhelming sentiment of 
this country is in favor of such a court. 
No irreconcilables can stop the Amer- 
ican people from getting behind it, once 
the issue is put clearly before them. 
Both of the major parties are pledged to 
support it through their platforms, 
adopted and reiterated when in power 
and out of power. 

All that is best in the American 
people, all their business judgment, all 
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their sense of justice, all their idealism, 
all that they have learned of the horrors 
of war, all their dead and maimed and 
crippled, the thousands of those still 
suffering in the hospitals from disease 
and wounds, will together make an 
irresistible force that will demand 
American coöperation in European 
rehabilitation. Against such a force 
misunderstanding, prejudice, and even 
mistaken party loyalty, will not long 
avail. We shall then, under the urge 
of the knowledge that American co- 
operation is necessary for the rehabili- 
tation o? Europe, act once more with 
the sincerity, enthusiasm and effective- 
ness that characterized our participa- 
tion in tae War. 


Democracy, Foreign Policy and the Split Personality 
of the Modern Statesman 


By WALTER LIPPMANN 
Member of the Editorial Staff of the New York World, New York 


E have all of us noticed with 

some dismay a tendency of 
statesmen towards what psychiatrists 
call split personality. I am not 
referring, of course, to the kind of 
double life, often exploited in melo- 
drama, where the official is a paragon 
of virtue in public, while in private he 
leads a life of shame. In fact, it is my 
experience that this view is quite 
misleading, though you will encounter 
it in the most advanced intellectual 
circles. There you will still find it 
believed that if only the public knew 
the whole truth about public men, it 
would be a very dark truth indeed. 

That there is a dark truth about 
most public men I am convinced. 
Nothing seems to me more certain 
than that most of them are leading 
dark, illicit and subterranean lives of 
moderation and reason. They flaunt 
their vices to the public; they shiver 
and quake at the thought that some 
indiscreet journalist will expose them 
to the world as men of virtue and 
common sense. I can think at this 
moment of several leading politicians 
in Washington who would rather be 
whipped than have it known how 
sound are their views on the bonus, 
the tariff, the inter-allied debts and 
the League of Nations. A journalist 
could do them no greater injury than 
to repeat things which would convince 
the majority of their audience that 
these public men were worthy of the 
utmost confidence.  , 

"This sort of thing is world-wide, as 
almost anyone can testify who knows, 
for example, the difference between 
what the statesmen at Paris were 


accustomed to say in confidence, 
especially at breakfast, and what they 
gave forth in speeches to their con- 
stituents. Those of, you who have 
been in the European capitals recently, 
and have talked with cabinet ministers 
and party leaders must have had the 
same experience. You must-have been 
struck with a sense of how very much 
greater is the measure of agreement as 
to what is sane, than anyone would 
ever suspect from public speeches and 
public actions. We have had striking 
evidence of this quite recently. For a 
few days at Genoa M. Barthou was in 
actual agreement with Mr. Lloyd 
George, and it was not until he had 
been summoned back to Paris and 
trounced in the press that he remem- 
bered that these ,public exhibitions of 
ordinary private common sense are 
not as yet permissible. There is very 
little doubt that if you could lock all 
the prime ministers of Europe in a 
sound-proof room, their real views 
would soon show an amount of agree- 
ment that their public utterances 
never reveal,  ' 


Tue JOURNALIST AND THE NEW 
DIPLOMACY 


The split personality of the modern 
statesman is an almost daily experience 
in the life of a journalist. You find 
yourself dealing with two sets of facts 
and opinions: the private facts and 
opinions of the great man, and the 
public wersion of those facts and opin- 
ions which the great man feels called 
upon to maintain. And as a journalist 
you must help him maintain the pub- 
lic version on penalty of losing his 
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confidence: that is to say on penalty 
of not learning privately what he pri- 
vately believes. 

For example, you write an editorial 
urging a party leader not to deceive 
his constituents by telling them they 
are about to receive large instalments 
of interest on the war debts. The next 
day his friend Jim calls you on the 
phone and assures you that the great 
man is quite sound on the debt 
question. Jim has talked to him and 
the great man is nobody’s fool. Get 
that straight. So don’t be excited 
about it. Keep cool. The people 
aren’t ready for that sort of thing yet; 
but the great man is leading them on 
slowly, step by step, towards the 
appalling and dazzling truth. When 
will he tell them the truth? Ah, that 
depends. If things go well and if 
impatient journalists don’t stir up 
the opposition prematurely, the time 
will come when the truth will be told. 
And, in the meantime, is it not better 
to have the great man remain where 
he is, with his sound views on this 
great question, than to let him be 
turned out by someone who will not 
only do just what he is doing, but will 
also believe in doing it? 

When this sort of thing happens 
once, you are angry. When it happens 
under all sorts of circumstances you 
realize that it is not simply a question 
of personal integrity. You begin to 
realize that you are feeling the effects 
of a revolutionary change in the technic 
of diplomacy. You are forced to 
acknowledge, I think, that here is an 


aspect of the transition from a diplo- * 


macy which was the private concern of a 
small class of insiders to a diplomacy 
which is compelled to satisfy the 
fluctuating politics of a legislature and 
the still vaguer sentiment of the coun- 
try as a whole. The transition, to be 
sure, is not complete, and probably it 
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will never in our time be carried to its 
logical conclusion. 

Much, indeed, that is meant to 
seem like perfect obedience to popular 
sentiment is in reality a carefully 
stage-managed show. The so-called 
plenary sessions of the various inter- 
national congresses are a prime ex- 
ample. These stately gatherings are a 
concession to the ritual of democracy, 
rather than decisive and executive 
councils. Even more than in our 
national party conventions, the things 
which are publicly decided have been 
privately decided beforehand. 

Nevertheless, in the hotel rooms or 
in the nearby villa, where decisions are 
privately made, the negotiators are to 
an unprecedented degree conscious of 
opinion in the legislature and among 
the voters in the dim distance. They 
are continually aware of the fact that 
if they guess wrong about their hench- 
men or the rank and file, they will be 
broken politically. 

And yet these opinions which the 
statesman is forever trying to estimate 
are rarely a clear guide to the questions 
before him. From the official point of 
view they are danger signals, telling 
him where he must not trespass at all, 
where he may venture at his peril, and 
where he must make a wide and 
troublesome detour. All democratic 
statesmen respect these signposts, or 
they are ruined. They differ in their 
reading pf them. Some of them can 
tell the difference between popular 
taboos that are deeply founded, and 
taboos which are organized, publicity- 
man bluff. Some statesmen cannot 
tell the difference, and to them every 
Stray cat, every goat and every donkey 
looks like a sacred cow. 


Program OF CONTRADICTION 


Allowing for personal differences 
among statesmen, differences of cour- 
age and interest in truth, we must 
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note that almost without exception, 
especially in the realm of foreign 
affairs, the modern statesman is caught 
in a contradiction: he must defer to 
the force of opinion because that is 
where power resides; yet he must deal 
with affairs in which public opinion is 
only a very partial, and almost always 
a merely negative guide to policy. 
Soon he discovers that there is no pre- 
established harmony between govern- 
ment for the people and government 
by the people. And his indulgence in 
rhetoric, his evasions of the real issue, 
his fright at plain speech, his descent 
into, florid abstraction is, in a very 
large degree, the attempt to effect a 
working compromise between that 
which at the moment interests the 
people, and that which he believes to 
be in the interest of the people. 
Between his guess at what the public 
wishes and his own best judgment of 
what the public needs, he generally 
manages to split his personality into 
two selves, neither of which is on 
friendly terms with the other. 

This great democratic difficulty be- 
comes most apparent in international 
relations, although samples of it are 
only too evident within the national 
boundaries. But at least in domestic 
affairs the parties concerned speak the 
same language, have common habits 
and more or less similar environments. 
The other side, and the other aspects, 
cannot be wholly dodged, andeso they 
receive some consideration. But in 
foreign affairs the others concerned in 
the business are fenced off, frequently 
by a spike fence, each not only within 
its own language and tradition but 
within its own experience. 

Almost inevitably, then, people see 
the relation only as it affects them. 
They see what this year’s taxes, will be 
if interest on the inter-allied debt is not 
paid. What next year’s trade will be 
if the interest 1з paid, they see less 
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easily, and what the peace of the world 
will be if we insist on keeping European 
budgets unbalanced, they see hardly 
at all. They judge their own larger 
interests as a nation, and their still 
larger mterests as members of the 
human family, by those taxes, those 
cheap Czechoslovakian wrist-watches, 
by the default on these bonds, by that 
bit of experience which has affected 
them most painfully and vividly. 

“No one,” says Wiliam James, 
“sees further into a generalization than 
his own knowledge of detail extends." 
And therefore, the same man, any man 
almost, left to his own judgment, will 
think nothing of demanding payment 
of the debt to lighten his tax burden, 
& prohibitive tariff against goods to 
pay tbe debt in order to protect himself 
against competition, and the open door 
throughout the world to expand his 
foreign trade. A public opinion resting 
on no better foundation than immediate 
ехрег-епсе is quite capable of insisting 
on such a contradictory program. 

And statesmen, bowing to what they 
call the public will, are quite capable of 


‘pretending that such a program of 


contradictions is feasible. Only in 
private will they tell you that, of 
course, it is not feasible. But what 
can they do about it? Public opinion 
has decréed, and they must obey. 


LwrogrANCE or REAL LEADERSHIP 


But must they? Only on the un- 
necessary assumption that their pres- 
ence in public office is essential to the 
ѕаѓе-у of the republic, is it necessary 
for public men to drift with the tides 
of opinion. For how can opinion ever 
arrive at a real view of a great inter- 
nat.onal question if those on the 
inside, if those in the know, spend 
ther ¢ime waiting for imstructions 
from those of us on the outside who 
carnot possibly know? On questions 
as complex as those awaiting settle- 
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ment in the world today, it is utterly 
impossible to rely on the mysterious 
wisdom of the people. And any states- 
man who pretends that he does rely on 
it, or can, is trifling with questions of 
life and death. 

For since knowledge of these in- 
tricate and fer-reaching matters cannot 
be obtained by consulting your con- 
science or your sentiments about the 
bonus or the income tax, the only 
possible means by which democracy 
can act successfully in foreign affairs 
is access to the knowledge which the 
insiders possess, because the sources of 
information are in their hands. For 
the executive in any democratic coun- 
try to keep his knowledge a secret, and 
then wait to act until public opinion 
approximates what he secretly believes, 
is absurd in theory and unworkable in 
practice. It ends in drift, factionalism 
and the deterioration of the standards 
of public life. 

The problems of the modern world 
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are puzzling enough without complicat- 
ing them still further by permitting 
our leaders to abdicate their leadership, 
because they might be attacked and 
lose votes. The best wisdom the in- 
siders have may not be enough to save 
European civilization from an era of 
deepdecay. Butit would beintolerable 
to think that we had not prevented 
that decay because we declined to act , 
according to such lights as we have. 
At least we might try, even at the risk 
of the next Congressional election, 
yes, even at the risk of defeating a few 
senators, to have our leaders speak 
their whole minds, and act on their own 
full judgment of what the situation 
requires. 

It is this false obedience to an un- 
directed and necessarily uninformed 
public opinion which, to my thinking, 
constitutes the greatest practical ob- 


'stacle to any constructive relation- 


ship between the Old World and the 
New. 


Russian Rehabilitation a Prerequisite to World 
Prosperity 


By CarramN Paxton HissEN! 


Executive Secretary, American Committee for Relief of Russian Children, Formerly Secretary 
of the Near East Relief Commission 


LEASE consider me merely an 
eye-witness—an American eye- 
witness—who Las observed conditions 
in Europe, and especially in Russia, 
today, and who can set before you no 
more than the reflections that might 
come to any of you after you had 
personally visited and studied the 
situation in Europe as itis now. It is 
well, I think, to have the authoritative 
statements of such distinguished gentle- 
men as Their Excellencies, Dr. St&p- 
&nek and Signor Quattrone. They 


1 Author of Constantine I and the Greek People. 
14 


givethe point of view of their respective 
countries. But it is well too, I feel, to 
have the impressions of an American 
who has viewed the problems of 
Europe today with American eyes. It 
is that that I offer you—nothing more. 
« It has become а habit of late to 
assume that the return of peace to the 
world, in so far as that consummation 
devoutly to be desired depends upon 
some practical international financial 
settlement, is a question whose solu- 
tion 13. impossible without the con- 
curfence of the United States, and, 
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indeed, without some very considerable 
concessions on the part of the United 
States in respect to the foreign debts 
due this country. This is, of course, 
true in a certain measure. But in its 
implications it is not universally true. 

For the réle played by Russia in the 
matter of any settlement of Europe's 
debts is far more vital than the róle 
played by the United States. We in 
America are not, I take it, going to war 
to collect what is coming to us, nor is 
the theory tenable that certain nations, 
or combinations of nations, may find 
it good policy to go to war with us to 
wipe off their financial slates. With 
Russia, however, it is different. Na- 
tions have already made war upon 
Russia to collect what Russia is said 
to owe. The danger of a repetition of 
this international tactic is by no means 
conjured. I believe, and I believe that 


it may be proved, that France, for 


example, has effected a tentative 
partnership of nations with precisely 
this object in view, should occasion 
offer. The unsettled state of Russia’s 
relation to the European debt situation 
offers, therefore, a possibility of war 
which is not characteristic of the rela- 
tion of the United States to the Euro- 
pean debt situation. 


АмнытсА’в Part IN THE DEBT 
COLLECTION 


America’s part in this drama is not 
so direct. It is, however, cgpital; for 
it is by America’s attitude towards 
Russia that the extent of the danger of 
further war as a means of debt collec- 
tion may be limited. In a word, if 
the United States were to participate} 
with other nations, in financial ar- 
rangements looking to the economic 
rehabilitation of Russia, and so of the 
remainder of Europe, the danger of war 
arising out of past Russian debts 
would in all likelihood be laid. If not, 
then war remains on the horizon as & 
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possible result of the European finan- 
cial situation. i 
It is no good to say that world 
public opinion would not permit a new 
European war to collect debts. World 
public opinion did not halt the French ' 
adventure of General Baron Wrangel, 
nor has world public opinion restrained 
the French from vitiating the Treaty 
of Sevres by making nullifying ar- 
rangements with the Turkish Nation- 
alists. If and when Roumania and 
Poland, for example, with French 
backing, become ready to move against 
Russia, world public opinion may be 
adverse, but it will not stop the move. 
Only one thing can render such a 
contingency improbable, not by for- 
bidding it, but by rendering it needless 
—American recognition of Russia to an 
extent which will permit of Russia’s 
securing sufficient credit in this coun- 
try or elsewhere to enable her to effect 
a real economic regeneration, and so 
furnish her creditors with ground for 
belief that some portions, at least, of 
the sums claimed by them may yet be 
paid. For what paralyzes economic 
regeneration in Europe is the knowledge 
(unadmitted but not the less real) that, 
try as they may, for the Germans or 
the Austrians or the Italians or the 
French, or, indeed, most of the Euro- 
pean countries which were engaged in 
the late war, there is no possibility 
whatever of a financial return to nor- 
mal through the use of the energy and 
the resources of the countries con- 
cerned, alone. It is a homely simile 
and one which may not be understood 
by many Academy readers, but the 
fact is that Europe today is like a 
poker game at three o’clock in the 
morning. The winners have taken 
their winnings and gone home. The 
kitty’ has absorbed the remaining 
cash. The only thing left to play for is 
the I. O. U. of the losers. Without 
new funds in the game it is dead. But 
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it is futile to say that under such 
circumstances the game will break up. 
No poker game in my experience ever 
did, and I doubt if this great inter- 
national poker game will, either. 


Economic Розэтвилттев IN Russian 
RESOURCES 


When in this simile I speak of new 
funds that must be brought into the 
game, I do not necessarily mean cash 
loans or even credits. I mean new 
resources, additional labor, the ma- 
terial of reconstruction, in short. Now 
the obvious zountry in position to 
furnish these things to Europe is, of 
course, Russia. With the materials of 
reborn industry rendered available 
from Russia, there is hope that the 
European debt situation may find 
solution. But, unhappily, the raw 
materials of Russia are like ore in a 
mine. Their value is undoubted. The 
good that they will do towards the 
rehabilitation cf Europe is not ques- 
tioned. But there must be an in- 
vestment of cepital in some sort of 
mining machinery to get at this ore. 
There must be an investment of capital 
in the tools of industry, of agriculture 
and above all of transportation, before 
the ore of Russia’s national wealth 
can be made available for the factories 
and the workshops of western Europe, 
and the immense market of one hun- 
dred and forty million people, lacking 
every necessity and luxury of life, 
opened to the trade of the world. And 
it is precisely because Europe has not 
this capital to advance to Russia, for 
the common gooc both of Europe and 
of Russia, that the European debt 
situation is as insoluble a problem as 
itis. Had Europe this capital available 
in sums sufficient to begin the economic 
reconstruction of Russia, I ventüre to 
say that that event would wait upon 
no Genoa. The capital required would 
be in Russia now, as a private venture. 
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But the truth of the matter is that for 
any comprehensive handling of the 
entire problem of Russian reconstruc- 
tion—and it is a problem that must be 
handled whole or not at all, to be 
efficiently dealt with—the only country 
in the world disposing of sufficient 
capital today is the United States. 
And so, while the recovery of Europe 
waits upon Russia, the key with which 
the wealth of Russia may be unlocked 
is here in this country. 


AMERICAN ÍINTRANSIGEANCE 


That is, after all, I take it, the 
meaning of Genoa? It is not that the 
solution of the problem of “the 
economic reconstruction of Central 
and Eastern Europe" (as the invitation 
to Genoa phrased the purpose of the 
Conference) may be found at Genoa; 
but that there may be spread before 
the American people and the American 
government the terms upon which 
Russia will participate in the economic 
reconstruction of Europe in such a way, 
Mr. Lloyd George hopes, as to induce 
America to finance the enterprise of 
recreating world-business and of ending 
the menace of war by supplanting 
conquest by industry, through getting 
Russia back on her economic feet. 

Iam conscious that there are objec- 
tions to this course in the minds of 
many people in this country who have 
become confused by the widespread, 
malignant, propaganda against every- 
thing connected with the Soviet govern- 
ment of Russia, which has been made 
current in the United States through 
the efforts of Mr. Boris Bakhmetieff 
‘and his colleagues and friends in and 
out of our State Department. I had 
thought that recent revelations of facts 
about Russia had about killed this 
mischievous propaganda, but Mr. 
Chester M. Wright has disabused my 


з This article was written before the close of 
the Genoa Conference.—Clyde L. King, Editor. 
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. mind of this hope. Mr. Wright, 
representing Mr. Gompers, and claim- 
ing to represent American Labor, 
repeats? every single one of the ex- 
ploded propaganda tales about Russia 
that have been current during the 
past four years and that have served 
the purpose of shoring up American 
opposition to relations with Russia. 
No; І am unjust. He did omit one— 
the fairy tale about the nationalization 
of women he spared us; perhaps he 
overlooked it. What I want to inter- 
ject here is this: Neither Mr. Gompers 
nor Mr. Wright, in their bitter hostility 
to Russia represent American Labor. 
I have just come from Chicago, where 
I addressed the Amalgamated Cloth- 
ing Workers of America in convention, 
as I have spoken to similar gatherings 
of labor about weekly since my return 
from Russia. The Amalgamated Cloth- 
ing Workers voted to raise and invest 
one million dollars of the workers’ 
money in leasing factories in Russia 
under the new economic policy of the 
Russian government, to show the 
Russian workers how to manufacture 
clothing in the American way, and at 
the same time to help the Russian 
workers to meet the crying need for 
clothing that now exists m Russia. 
I respectively submit that this is a 
constructive plan, in contradistinction 
to the purely destructive views of Mr. 
Gompers and Mr. Wright, whose 
views depend, not upon conditions in 
Russia at all, but upon the internal 
policies of the American Federation of 
Labor. And it is my opinion that the 
great mass of labor in this country is 


sufficiently forward-looking to follow’ 


the constructive lead of Sidney Hillman 
and Joseph Schlossberg, of the Amal- 
gamated Clothing Workers, not the 
destructive lead of Messrs. Gompers 
and Wright and William English 


3 See page 76. 
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Walling in their attitude towards 
Russia. 

It is not material, after all, that 
certain interested influences in the 
United States still continue to spread 
the hysterical propaganda of four years 
ago about Russia. If what I tell you 
does not coincide with these tales, I 
can only explain it by the fact that my 
ideas of conditions in Russia are based 
on personal study of those conditions 
in Russia, and therefore can scarcely be 
expected to keep pace with the flights 
of fancy of less restricted writers and 
speakers on the subject. 

But for this reason, if for no other, 
it behooves us to examine the situation 
here in this country to ascertain, if 
possible, what stands in the way of a 
solution of the whole European debt 
problem through the advance of funds 
by the United States, either directly 
or indirectly, for the economic re- 
habilitation of Russia, and so of 
Europe as a whole. On broad general 
lines this examination leads the in- 
quirer to two men: Mr. Hughes and 
Mr. Hoover. They are the backbone 
of the opposition, not simply to politi- 
cal recognition of the Russian gov- 
ernment, but to any participation 
whatever by the United States: in 
the economie regeneration of that 
country. 

Of the attitude of these two gentle- 
men I know only what they themselves 
have said. Mr. Hughes says that the 
United States cannot recognize Russia 
so long as'the right of private property, 
the sanctity of contract and the right 
to what he is pleased to call “free 
labor" are not recognized by the 
Russian government in a manner 
satisíactory to our government. Mr. 
Hoover follows generally this same 
line bpt, as an engineer who had en- 
deavored to exploit properties in 
Russia himself, lays particular stress 
on recognition by Hussia of the right 
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of private contract, specifically labor 
contracts. 


Tar Ossractn or Property Rients 


Now, of course, this is a bit like 
requiring the United States to re- 
establish negro slavery-and abolish the 
writ of habeas corpus. The Russians 
have been at some pains to get rid of 
the worst phases of landlordism and the 
exploitation of the peasants by a sort 
of peonage, which kept them continu- 
ally impoverished and permanently 
unfit for any sort of citizenship. They 
have been through four-and a half 
years of hell ta liquidate the treatment 
of millions of human beings as if they 
were chattels. To assume that they 
are now ready voluntarily to return to 
those evils is grotesque. Of course 
they will not, and any agreement their 
representatives may sign to that effect 
will be scarcely more binding on 140,- 
000,000 Russian people, at last en- 
franchised, than a hope. 

But why this devotion to private 
property rights on the part of our 
government? Private property is by 
no means one o? the inalienable rights 
of mankind which our Constitution 
established, and in our legislation has 
been, still is, and probably always will 
be, subject to all sorts of limitations 
imposed by that authority from which 
alone private property rights spring, 
namely, the government. If it pleased 
the government of the United States to 
abolish private property rights in 
human slaves, it did so, and those who 
claimed reimbursement, claimed in 
vain. If it pleased us to render 
valueless property rights in breweries 
and distilleries, we did so, and for- 
eign shareholders in these enterprises 
whistled for their investments—or 
became bootleggers. It is a funetion 
of government, everywhere, to define 
private property. When you say, 
"We will not recognize the Russian 
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government because it does not recog- 
nize private property" you say in 
effect, “We wil not recognize the 
Russian government because it is a 
government, and exercises the function 
of a government to define property 
rights as it chooses." 


Contract Втантз 


The same is true of contract rights. 
To maintain anything else is logically 
to say to Russia, “The only terms 
upon which we will recognize your 
government are that you abrogate 
your functions as a government and 
set us up as a sort of super-government 
over you, empowered to define the 
relations between our nationals and 
yours.” It is to say to Russia what 
we said to Turkey and to China, 
namely, “You are not a government, 
so far as our nationals are concerned.” 

If that is the idea, well and good. 
But let us say so, frankly. Let us not 
pretend to a virtue which is based 
upon a legal fallacy. We want Russia 
as a field of exploitation, not as a free 
member of the family of nations. 
That is what Mr. Hughes means. 
That is what Mr. Hoover means. Is 
it what the American people mean? 
And do they mean it, with all its 
implications of war at no distant date 
—and the basest of wars—a war for 
money? 

For I have tried to make it clear 
that this American position of intransi- 
geance toavards the Russian state as 
today constituted is not & matter 
which concerns us alone. It involves 
Europe. It concerns the whole world. 
For the question of future peace in 
the world—in so far as the peace may 
be disturbed by such matters as 
“reparations” and foreign debt ad- 
justments (and I take it those are the 
principal menaces to peace today)— 
depends primarily upon the ability of 
all Europe, including Russia, to turn 
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cannon into plowshares, and to get to 
work again. If Mr. Hughes and Mr. 
Hoover really represent American opin- 
ion in respect to Russia, then Mr. 
Lloyd George is wasting his time at 
Genoa, and the drama being staged 
there for our benefit is being played in 
vain. 


POLITICAL NATURE or GENOA 
CONFERENCH 


For, in very crude terms, the Con- 
ference at Genoa has already ceased to 
be an effort to effect “the economic 
reconstruction of Central and Eastern 
Europe” and become an effort to 
compel the Russian delegates to re- 
nounce the Russian revolution. And, 
in this effort, those who are leading the 
political rather than the economic 
struggle have been armed by two 
things: (1) By Mr. Hughes’ reiteration 
on May 1 of his original position, that 
the Russians must renounce such gains 
of the revolution as may be in conflict 
with our own individualistic concept of 
the functions of a sovereign state, and 
(2) by Mr. Hoover’s refusal to make 
his—or rather our—relief of Russia 
more than a stupendous dole for the 
starving—his unwillingness to accept 
either the Nansen or any other plan of 
relieving the destitute Russian people 
by enabling them to secure in the 
United States the tools of a reconstruc- 
tion that would render a continuation 
or a repetition of present famine 
conditions improbable. Mr. “Hoover, 
for example, as head of the American 
Relief Administration, has been most 
outspoken in his complaints of ‘the 
alleged breakdown of the Russian 
transportation system and of the 
handicaps which the ancient rolling 
stock of the Russian railways has 
placed in the way of his relief program. 
But Mr. Hoover, as Secretary of 
Commerce, has not thrown the weight 
of his influence to enable the Russian 
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government to secure a credit for the 
purchase in the United States of 
locomotives and railway equipment to 
remedy this situation. As with Mr. 
Hughes, his position has been one of 
complacent observation of the inexora- 
ble process of destruction, driving 
Russia farther and farther into the 
mire of economic ruin, and thus post- 
poning the economic regeneration of 
Europe through the opening of Russia 
to world-trade again. 

It is with full knowledge of this 
attitude on the part of the two leading 
political figures in the American Cabi- 
net that those delegations at Genoa 
which have sought most assiduously to 
tum the Conference into a political 
rather than an economic convention, 
have adopted a corresponding in- 
transigeance towards Russia. The 
effort has been disastrous to the pur- 
pose of the Genoa Conference. To 
assume that the Russian delegates are 
empowered to, or would if they were so 
empowered, repudiate the revolution 
and accept nullification of what they 
regard as the greatest forward step 
humanity has taken since the French 
revolution, is to be singularly blind to 
what has taken place in Russia during 
the past four years. It is there, after 
all, that my testimony may be really 
useful to you—a testimony based upon 
personal observation. 


Tue Fact or REVOLUTION 


Since the days when Ambassador 
Francis’ querulous dispatches com- 
plained of the lack of savoir faire of the 
new Russian government in the winter 
of 1917-1918, there has been an extra- 
ordinary disposition on the part of 
people outside of Russia to pass over 
the fact that a revolution has taken 
place in that country. It is perhaps not 
altogether the fault of Mr. Hughes 
that he does not see the Russian revo- 
lution in its larger social aspects. We 
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have come to be somewhat too familiar 
with revolu-ion as a mere method of 
changing administration in Latin 
American ccuntries to take revolution 
seriously. It would be salutory to 
return to the French Revolution for a 
parallel, and to recall that confiscation 
of private property was one of the 
features of that upheaval; or to the 
Mexican revolution, with its confisca- 
tion of church property, and thus to 
accustom ourselves to the idea that, 
in the process of a revolution, the 
established order does sometimes get 
upset—and stay upset. 

I seem to recall that, at a later date, 
the French government, аз а matter of 
expediency not of principle, com- 
promised the claims of foreign nationals 
for confiscatea property, for a small 
part of the amount claimed; but I 
remember very well that when I was 
in the American Embassy in Russia at 
the time of the Revolution of 1905, 
claims of Americans for damages 
suffered to their property during that 
revolution were rejected by the im- 
perial government of Russia, and we 
accepted that rejection. As a matter 
of expediency, not of principle, the 
present Russian government is, and 
has been all along, ready to recognize 
the legitimate obligations of the former 
Russian governraent—-which is more 
than can be sail of those European 
powers whose hired armies invaded 
southern Russia and laid it waste in 
1919. Could you but see, as I have 
seen, the wilful destruction, the im- 
mense havoc wrought by the armies of 
Denikin and Wrengel, it would seem 
to you, I am sure, as it does to me, that 
those who speak cf reimbursement for 
- losses sustained in Russia, while ignor- 
ing the losses susta ned bythe Russians, 
must either have their tongues irf their 
cheeks—or be indi:erent to the verdict 
of history on a spoliation so shameless. 


If we in this country imagine for a - 
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moment that the Russians do not 
resent the damage caused by the 
foreign-financed “White” armies, let 
me disabuse your minds of the mis- 
conception. If you think that the 
humblest Russian peasant does not 
know that there has been a revolution 
in Russia—and is not glad of it—I 
assure you that you are in error. 


Tus Твотв Asour Russia 


But this does not in the least mean 
that any investment by foreign capital 
in Russia is a dangerous business. 
Indeed, it ia precisely the contrary. So 
far as future investments in Russia 
are concerned, every step which may 
reasonably be required has already 
been taken. By the decree of Novem- 
ber 23, 1920 (Laws of 1920, Article 421) 
Russia has "guaranteed the property 
of those holding concessions in Russia 
against any sort of nationalization 
requisition or confiscation, and has 
given them various privileges which 
will allow them to carry on their 
business without interference.” A 
special decree of the Central Executive 
Committee (Laws of 1921, Article 813) 
“guarantees the fulfillment of lease 
contracts and prescribes that they can 
only be set aside by the courts"— 
as in this or any other country. 

The “right of free labor" which so 
exercises Mr. Hughes and Mr. Chester 
M. Wright* has been guaranteed by & 
whole series of laws іп Russia, from 
Article 188 of the Laws of 1921, which 
frees labor from the requirement to ' 
work for the state, to Article 323 of the 


‚ same year, proclaiming the freedom of 


all workers to choose their own employ- 
ment and to leave such employment 
without special authorization—a free- 
dom rather larger than our courts 
sometimes allow labor in this country. 

As for contracts, I quote: “Та 
general, all eontracts, including those 


4 Bee page 74. 
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to which the State is a party, are 
binding and enforceable by law, and 
any provision included in the contract 
excluding the parties from resorting 
to the courts, renders it invalid.” 
(Russian Information and Review, April 
1, 1922, page 811). 

These terms of ordinary guaranty 
of rights of foreigners within Russia 
have been found so satisfactory to 
fourteen countries that they now have 
full diplomatic missions in Russia; 
five have trade delegations with quasi- 
diplomatic functions; two have special 
missions—this as of December 1, 
1921. Why are they not satisfactory 
to us? 


America’s RESPONSIBILITY 


I have tried to suggest that not only 
does prosperity in Europe depend upon 
Russia, but peace also. I believe that 
many of the financial claims of Euro- 
pean nations upon Russia are just, 
and I know that Russia is ready to 
liquidate them. I believe, also, that 
many ‘claims of Russia against the 
Western powers for damages caused by 
invasions of Russia, provoked and 
financed by those powers, are as just as 
was ever our own “Alabama” claim 
against Great Britain. All of these 
matters could and would be adjusted 
readily enough, were anyone certain 
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that their adjustment would be fol- 
lowed by a new era of production and 
prosperity in all of Europe, including’ 
Russia. But that depends upon us, in 
this country, who hold the key to the 
credit essential to any resumption of 
industry in Russia, and so in Europe, 
generally. None, it is true, can force 
us to recognize Russia, or to lend 
Russia the tools of economic regenera- 
tion. But if we do not, if we stand 
aside, all Europe is more than likely 
to rush to a ruin in which we cannot be 
unconcerned. 

Т сап best close, I think, by quoting 
Dr. R. Estcourt, in The Annalist of 
May 1, 192%—a journal published by 
the New York Times, and scarcely to 
be termed radical. He says: 


Compromise is essential all around. 
What we have to recognize is that there is 
a de facto and a de jure government in 
Russia that has stood up against all comers 
for nearly five years, while the law of 
nations requires such conditions to exist 
for only two years in order to command 
diplomatic relations. It is therefore a mere 
matter of form to certify that the existing 
government is as much a recognizable 
government as any that that country has 
previously had, and is slightly less despotic. 
Russians may have ideas as to internal 
matters that are different from those we 
cherish, but is there any country in the 
world governed precisely like another? 


What Can Be Done for. Russia? 


By Baron 5. А. Korrr 


Former Vice-Governor of Finland, Professor of& Political Science, Schaal of Foreign Service, 
Georgetown University, Washington, D. C. 


HERE are many intelligent and 
educated Americans who fret at the 
imposed or seeming inactivity in the 
Russian question. They feel that here 
is a country, for which they have much 
sympathy, that is in need and that 'is 


suffering, but they do not see very well 
how they can help. And I am sure 
that fot a Russian the situation is even 
worse, for it is a terrible feeling to know 
that one’s own countrymen are suffer- 
ing and that one is seemingly unable to . 
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help them. We must remember, too, 
how much has been tried—interven- 
tion, blockade and all sorts of other 


means, every one of which has failed—. 


and I think we know, now, that they 
had to fail. 

There is a second cause of anxiety, 
namely, the very clear idea that the 
world now has of the meaning of the 
elimination of Russia from the Euro- 
pean markets. There can be no peace 
in Europe without Russia. There is 
everywhere a great shortage of the raw 
materials and foodstuffs, that Russia 
could furnish, and did furnish in former 
days. 

Then, ther2 is a third cause of alarm 
as to the future, and especially as to 
the future relations of Russia to 
Germany. I think the question of 
reparations in that respect is the 
simpler side of it. The moral and 
political aspects are much more serious; 
significant warning was given not so 
very long ago in the treaty between 
Germany and Russia. It has been 
pointed out, and I think quite rightly, 
that it is not the contents of the treaty 
that alarmed the people of Europe: it 
is the idea cf these two countries 
coming together and in the wrong way. 
It was this realization that suddenly 
dawned upon the people of Europe, 
though probably many of them knew 
of the danger o? a possible monarchical 
restoration. Let us take a step further 
and mention the danger of a possible 
vengeance on the part.of a strong, res- 
urrected Germany. 

There used to be a fourth source of 


nervousness; many powers were very s» 


much afraid of the so-called Bolshevik 
poison or Bo-shevik contagion. І 
think at present that anxiety has 
somewhat abated, and for several 
reasons: First of all, because ‘people 
realized that you cannot fight that 
danger by force. Many have tried 
it, but have always failed. You 
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cannot fight ideas by force or bullets. 
Secondly, anxiety has weakened be- 
cause it has been realized that the 
danger depends on a country’s own 
internal conditions; a strong and 
healthy social body can get rid of the 
poison of Bolshevism just as our 
physical body can prevent physical 
disease; and then, thirdly, because 
most intelligent people realize that the 
experiment that was tried in Russia 
failed, end had to fail; that the sys- 
tem of communism as such did not 
work. 


Manner or RELIEF 


What then can be done for Russia? 
In what way can the situation be saved? 
I think it would be, to say the least, 
naive to think that politieal recognition 
of the present Russian government can 
help in any way. I think that rec- 
ognition alone cannot create better 
conditions as long as the present 
régime lasts. The question is, then: 
first, hov to help Russia; secondly, 
how to assist the rest of Europe, and 
thirdly, how to avoid any German 
danger, if such exists. And I think 
that all three are very intimately con- 
nected. Russia needs Europe; Europe 
needs Russia, and only in codper- 
ation can they avoid that outside 
danger. 

You can help Russia in several ways. 
Of course, the simplest way is charity. 
You go,*as Americans do, into Russia 
and give without ever expecting to 
receive anything in return. That is 
charity, pure and simple, and I take 
this opportunity to mention the 
wonderful piece of work the American 
Relief Administration has done and is 
doing. I have seen many men who 
have come out of Russia—Americans, 
English, French and Russians—and I 
can say that I did not hear one single 
dissenting voice. Every one of them, 
without exception witnesses to the 
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efficacy with which the work is being 
carried on. That is certainly a re- 
markable record and well appreciated 
on the other side. I need not mention 
the dimensions of the work. America 
goes far ahead of any others. Where 
America gives a million pounds Eng- 
land gives a little less than one hundred 
thousand pounds, about one-tenth of 
what America gives. : 

But it is not that way that you can 
save the situation. Charity is a palli- 
ative and always must remain such. 
It is quite another question, as to how 
one сап assist in reéstablishing the com- 
mercial contact of Russia with the 
outside world. That in turn can be 
divided into two questions. The first 
is, how to get the raw materials out of 
Russia. I eliminate the export of 
foodstuffs, because I think that for a 
long period Russia will not be able to 
export foodstuffs, as she herself is 
starving. The second question is, 
how to get into Russia the industrial 
products, and, also, how to get in the 
human power, the men, the special- 
ists, who can go in and work 
there. 


Russian Exports 


At the present day something has 
already been done in the way of exports 
for a number of countries now get some 
amount of raw materials out of Russia. 
Scandinavia and especially Sweden, 
I suppose, would stand in éhe first 
place, for they are the nearest neigh- 
bors. They were the first to start the 
movement, and they get the pick of 
the little that Russia can give. 
come some of the Baltic States, the 
Succession States on the south shore of 
the Baltic Sea and Italy in the south, 
with the other Slav States on the 
western border and, finally, England, 
getting the crumbs. This latter fact 
is most remarkable in view of the agrae- 
ment that the English have concluded 


Then , 


Tan ANNALS OF THE AMERICAN ACADEMY 


with the Bolshevik government; the 
results of the trade between Russia 
and England on the whole are very 
meagre and the British Foreign Office 
is very chary of furnishing any relia- 
ble returns or even of giving infor- 
mation. 

Commerce to be successful always 
means that imports and exports in 
some way balance, and that is where the 
great difficulty of the present day comes 
in; such a balance does not exist. The 
United States, for instance, is importing 
from Russia without exporting. Eng- 
land is trying to export without im- 
porting, or importing very little. 
Getting the industrial products into 
the Russian market is very difficult. 
Here again I would say that Scandi- 
navia, and especially Sweden, bas the 
first place, because the Swedes are the 
nearest neighbors and because they 
were the first to try it. The second 
place is taken by Germany; already 
at the present date there is a very 
well-established contact between the 
two countries. 

The following groups of Germans 
go into Russia: first, the German 
engineers. They are probably the 
most welcome and the more of them 
that will go to Russia, the better for 
both countries. Germany has a sur- 
plus that she does not need at the 
present moment. Why should they 
not go to help the Russians? The 
same can be said of the commercial 
travelers, who bring in the: German 
goods, but who come in, however, with 
another idea, to prepare the markets, 
to study the conditions for the future. 
And they too, I think, must be very 
welcome. Let them go to Russia. 
It is the best scientific way of develop- 
ing the Russian market. But behind 
them come the officials. They are less 


‘welcome, and with them comes a 


stream of unemployed monarchists, of 
whom Germany has still very many. 


Waar Can Be Done For Russia? 


Tae German Russian Contact 


Dr. Simons, the Foreign Minister of 
Germany told the Reichstag just a 
year ago in April: “We must turn our 
faces towarcs the East for it is there 
that we shal send our surplus of in- 
tellectual ard economical products.” 
The organization for carrying out such 
a plan already exists. 

Not long ago I had some letters 
from Russia and to my amazement 
the envelopes were stamped, “‘Gepiift, 
Deutsche Vertretungin Russland.” This 
means that the German censor has con- 
trol of the correspondence that goes 
out from and into Russia. Now, such 
things are rot done without any 
special purpose. Then too, some of 
Germany’s cleverest men, but un- 
fortunately o? the old régime, are 
going into Russia, like the very well 
known Admiral Hintze, one of the last 
Foreign Secretaries of the German 
Empire. 

We had also another warning, in a 
different direction. Sometime ago a 
Russian Liberel (Nabokoff) was shot 
and killed in Berlin at a public meeting, 
and we know now that it was the deed 
of the Russian reactionaries there, who 
are in close contact and coóperation 
with the German reactionaries and 
monarchists, E we consider that sit- 
uation, I think we can say that the 
present German government honestly 
and sincerely wants to pay off its 
obligations. They will do their very 
best to meet a difficult situation, but 
they themselves are not very firm in 
the saddle, and there is the great 
danger. If that organization in Rus- 
sia, that I menticned, is set in motion 
by different forces, and if Germany 
can control Russia, as I persgnally 
believe she can, and get out of Russia 
the two things that Germany needs, 
food supplies and man power, would 
it not be possible to suppose that then, 
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when she feels her oats and deems her- 
self strong again, the idea of going 
back at the Allies will come to the 
Germans? I think it would be only 
human and I say that then there 
would not be any physical power on 
earth tc curb Germany any longer and 
we would see & monarchical restora- 
tion both in Germany and in Russia. 


THE INTERNAL SITUATION 


I must mention here in describing 
the present situation some indisputable 
facts. First, we all know that Russia 
has a tremendous natural wealth; that 
natural resources are there in great 
quartities and within easy reach. 
Secondly, that there is already going 
on at present a gradual regeneration; 
that there are already social forces 
moving behind the scenes, that steer 
the people and may bring some un- 
expected results and consequences. 
Thirdly, that the present government 
has been forced to make concessions 
to such a degree that there is nothing 
left of its basic principle or ideal. 
There is по communism any more in 
Russia; no trace of it is left anywhere. 
Capitalism, the old, despised bourgeois 
system and methods, has come back 
in full force, notwithstanding the fact 
that two years ago this same govern- 
ment was so assiduously trying to 
destroy and annihilate them. 

Fourthly, it is also an indisputable 
fact that,some foreign transactions are 
taking placeat the present date. What 
are the different nations after? What 
are they looking for in Russia? In this 


respect in the minds of many Russians 


there hangs a very dark cloud. Even 
in the Bolshevik Press one can find 
reflected the dread of a coming foreign 
exploitation, the fear that Russia under 
present conditions may be turned into 
a helpless and exploited colony. There 
is yo question that Russia's needs are 
desperate. In consequence, the con- 
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cession-hunters, and there аге many 
of them, will certainly exact the most 
severe terms and each concession will 
gradually become a centre of private 
trading and will steadily increase for 
the Bolshevik government the diffi- 
culty of keeping the bulk of the foreign 
trade m its own hands. And here is 
a dangerous loophole for corruption, 
for misuse of power and for all sorts of 
other evils. 

That this is realized on both sides 
you can judge by the following fact: 
all the arrangements, all the financial 
combinations, all the plans of the 
present day are being made for long 
terms. For instance, the plan of an 
international consortium that could 
exploit Russia was built on the basis 
that interests will be paid only after 
1927. It is a system that is being 
built for the far future, not for the 
present moment, and that discounts 
any possible political changes, like the 
down-fall of Bolshevism. 

It reminds one very much of what 
was happening in Turkey in the 
nineteenth century. That is just the 
way that the so-called Ottoman Debt 
was created, that still so heavily 
burdens the remainder of Ше former 
Ottoman Empire. 


Foreman CAPITAL 


It is necessary, however, to keep in 
mind a certain most important distinc- 
tion. Not every investmentsthat goes 
into a weak and destitute country nec- 
essarily means exploitation. There is 
a great difference, in other words, be- 
tween exploitation and development,, 
and the United States in this latter 
respect offers a splendid example. 
After the Civil War English invest- 
ments began to come to America in 
great quantities; upwards of $6,000,- 
000,000 was invested in railroads, 
mines, factories, ete., but, notwith- 
standing that fact, Americans were 
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always managing their own affairs and 
gradually becoming so rich and strong 
that they were able to pay off that 
debt during the Great War. The 
capital was paying sometimes 10 per 
cent, but it was building up industries, 
it was educating large bodies of men to 
carry on these industries, it was rear- 
ing a whole generation in school and in 
life and it was continually opening up 
new sources of raw materials. In con- 
sequence, the United States only prof- 
ited from these foreign investments. 
But in the case of Russia, on account 
of her weakness, the temptations to 
exploit her are seemingly too great to 
withstand. Behind the political scenes, 
as at Genoa, the economic factor plays 
the greatest róle; the political questions 
are very often, if not always, a mere 


‘camouflage. If we consider the differ- 


ence between development and ex- 
ploitation, as described, we will easilf 
see why the Russians prefer American 
capital to any other. American 
capital does go abroad and foreign 
loans are being successfully floated. 
Two loans may be mentioned, one to 
Czechoslovakia and one to Roumania, 
and two more are in prospect, one to 
Poland and the other to Serbia. 

Some companies have already large 
business investments in Russia and are 
continuing to work there. The Har- 
vester, for instance, has never ceased 
to uphold its connections and is ready 
and prepared to renew the work there 
at any moment. This is the best 
opening, the best way out of the 
difficulties and, perhaps, the only way 
to build up in Russia a Democratic 
Peasant Republic. I say “Demo- 
cratic” because I believe that the 
future government of Russia ought to 
be at. the disposal of at least the ma- 
jority of the people, if not all. The 
more the citizens will take part in the 
government, the better. І say ‘‘Peas- 
ant” because 85 per cent of the Rus- 
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sian population are peasants, and I 
think it is only fair that they should 
have the most to say in the govern- 
ment of their country. And, finally, 


! 
` 
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І say “Republic” because I think that 
is the only form of government that 
can guard us against any possible 
monarchical restoration. 


Shell-Shocked America 


By Ввосв Выувм 
Associate Editor, New York Globe 


LL our public men who go to 
Europe—and nearly all of those 
who don't—make speeches or write 
articles telling what America ought to 
do to aid the rehabilitation of a war- 
wrecked world. 'These worthy gentle- 
men do not agree with one another as 
to details, but they are pretty well in 
accord as tc the underlying attitude 
which they demand (with indignation 
or pathos, according to temperament) 
that Americe should assume. 

They ask vs to be unselfish, or at the 
least, selfish in the enlightened spirit 
which casts :ts bread upon the water 
now in the expectation that the next 
tide will bring it back with compound 
interest. They demand that we shall 
take a broac, intelligent view of the 
whole complex situation, based on a 
thorough understanding of the funda- 
mental economic problems. "They im- 
plore us to resume the moral leadership 
of all humanity which we won during 
the War anc. lost during the peace. 
They beseech us not to insist on the 
repayment of the huge sums owed us 
by the allies, sums which (1) cannot 


be paid because of the debtors’ bank- А 


гирісу; (2) if they were by some 
miracle to be liquidated, would wreck 
our foreign trade; or fearfully inflate 
our currency or both, and (3) were 
spent in America by nations fighting 
the battle of civilization, in a struggle 
which was then, as afterward, quite as 
much ours as theirs. 


The temptation to hand out advice 
to America is entirely irresistible; I 
shall yield to it myself in just a 
moment. However, it is perhaps just 
as useful at present to enquire what 
America will do, as to tell her what she 
ought to do. After all, Europe would 
be much better pleased to find out 
exactly what likelihood there is of aid 
from the United States than to hear 
again a list of things which would be 
lovely if they were done, but almost 
certainly will not be. 


Тнк EXPECTED AND THE PROBABLE 


I think most sober students of Amer- 
ican politics and economics must agree 
with the statement that there is not 
one chance in a hundred that America 
will do the fine things she is asked to 
do to pull Europe out of the morass. 
We are urged not to be selfish, but 
unless all signs fail, selfish is exactly 
what we shall be. We are requested 
to put,our demands upon the Old 
World into abeyance for & generation 
or so; but where is there in America the 
clear-visioned, broad-minded leader- 
ship which can carry through such a 
procedure against the indifference or 
the hostility of a population which, 
after all, partakes chiefly of the 
characteristics of Mr. Kipling’s bandar- 
log? ` 

We are invited to study and com- 
prehend the underlying economic prin- 
ciples which must be followed before 
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the wheels of industry will revolve 
between the Baltic and the Mediter- 
ranean, the North and the Black seas. 
But an intelligent understanding of 
economic fundamentals is the last 
thing of which we are capable, as the 
solemn idiocy of Washington on the 
tariff question too clearly shows. We 
are asked to cancel the allied indebted- 
ness, and on excellent grounds; but 
& majority of our legislators appear 
incapable of understanding those 
grounds, and the intelligent minority 
believes that any man who voted for 
such a thing would be hurled from 
office by his indignant constituency.— 
And it may be right. 

As for our place at the head of the 
procession, it is true that for a few 
months America held the moral leader- 
ship of the world; but was there a 
moment when the rank and file really 
deserved that moral leadership? Is it 
not true that we entered the War on 
one spiritual level and were raised to 
another when a master of vaguely 
noble phrases in the White House used 
the magic of his war-prestige to turn 
our overheated emotions into channels 
we should never have been capable of 
finding for ourselves? 

Whatever may have been true in the 
past, most Americans today are in a 
condition which might be described as 
spiritual shell-shock. The terrific emo- 
tional experience of the War exhausted 
us, left us in a state which to the eye 
of a practiced psychiatrist must exhibit 
many of the characteristics of hysteria. 
With our spirits battered by the war, 
we are even more calloused than 
normally to the sufferings of all persons 
at a distance. We have heard so much 
lately of Europe’s troubles that we are 
fatigued to the point of resentment, 
if not actually to a grim satisfaction 
that she is stewing in her own unsavory 
juice. Americans have always had 
what the psychologists’ jargon calls a 
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humility complex toward European 
affairs. We were told over and over 
that Old World diplomats were much 
too clever for us. It was not neces- 
sarily true, but it became a fixed part 
of our national cosmogony and has 
ЖР 
seemingly emerged from the war 
period more firmly rooted than ever. 
In view of all this, the only conclu- 
sion to which a, realist can come is that 
in the immediate future the best to be 
expected from official Washington is 
that it will pursue an essentially stupid, 
essentially selfish policy toward Euro- 
pean restoration. A tariff will be 
passed which will do grave harm to 
European industry and will benefit 
only small special groups in the United 
States, while injuring this country as 
a whole. A soldiers’ bonus will be 
created which will so gravely disrupt 
our finances that the average ex-service 
man will be worse off after receiving 
his money than before, either through 
currency inflation or retarded industrial 
recovery. We shall continue to de- 
mand from our European debtors inter- 
est and amortization on debts most 
of them cannot pay. Refusing to take 
any share in the rehabilitation of 
Europe, we shall go on ladling out 
to her good advice about balancing 
her budgets, deflating her currency, 
demobilizing her armies, stabilizing 
her trade and funding her interna- 
tional debts. This advice is all excel- 
lent, but Europe is neither physically 
able nor spiritually ready to accept it, 
unless we will buy her acquiesence. 
Civilization probably will not go under; 
but the twilight in which Europe finds 
"itself today may be prolonged ‘for 
decades; may even deepen before the 
light returns. 


А POSSIBLE 'РвоанАм 


But the réle of prophet is as gloomy 
as it is dangerous; I greatly prefer to 
join the well-nigh innumerable cara- 
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van of dictators of morality to -the 
United States. Assuming that this 
country would do all that it ought to 
do, what should its program be? 

Nothing is easier than to write a 
formula: 


The United States should offer to . 


join the League of Nations if France 
and Englanc will. Let no one argue 
that they are already in; they are 
not. No major participant has ever 
taken the League seriously enough to 
permit it to be five per cent of what 
it ought to be. An arbitration court 
is not enough; a polite repository of 
facts and agreements on the white 
slave traffic, the  anti-tuberculosis 
struggle and labor conditions is not 
enough. Unless the League is the 
strongest thing in Europe, it is worse 
than nothing. It should have a great 
general staff, the only one in existence; 
it should force disarmament and de- 
mobilization on every country, and 
train only troops enough in each nation 
for use in its own service when carry- 
ing out the terms of the world-wide 
non-aggression pact. When the United 
States joins such a “League with 
teeth” she should insist that every 
other nation join as well. 

An international body of economists 
including representatives of neutral 
countries should be appointed under 
the League to revise the German repara- 
tions bill. Its first act, of course, must 
be to wipe осі claims for separation 
and pension allowances. 

Under the League with America 
a member, a Federal Reserve System 
of Europe should be created, as Frank 
Vanderlip suggests, with member 
banks in all countries using its paper 
as a means of financing international 
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trade regardless of fluctuations in 
exchange. The various European 
currencies, by agreement under the 
League, should stabilize their mone- 
tary values at or near the present 
‘degree of inflation, avoiding the ter- 
rible hardships of an attempted return 
to pre-war gold values. America and 
Great Britain should join in financing 
with their surplus gold the Federal 
Reserve System of Europe. They 
should also, by making comparatively 
small gold loans as needed, save indi- 
vidual countries from the danger of 
further paper inflation. 

As for the eleven billion dollars owed 
the United States by the Allies, the 
sum should be reduced—perhaps by 
one-half?—as partial compensation for 
inflation of European currency since 
these debts were incurred. Amor- 
tization payments should be postponed 
for twenty years. Interest payments 
should be insisted on fromevery country 
able to squeeze them out, and the entire 
sum of two hundred and fifty million or 
so each year should be placed at the dis- 
posal of a committee of distinguished 
Americans to be expended in those 
humanitarian works in any part of the 
world which from year to year seemed 
most important and desirable. These 
might range all the way from grain 
elevators in the Ukraine to teaching 
Chinamen to read and write, from com- 
batting sleeping sickness in Africa 
to finanging coóperative stores in 
Arizona. 

As I said, the réle of moral dictator 
is easy. Painting rainbows is always 
pleasant. Whether there is any like- 

"lihood that these dreams will be ful- 
filled I have tried to indicate in the 
foregoing remarks. 


Book Department 


Авметнома, GEORGE S. Essentials of In- 
dustrial Costing. Pp. 997. Price, $5.00. 
New York: D. Appleton & Co., 1921. 


The method of development used by the 
author of this volume is somewhat different 
from that which is usually found in books 
of this nature. Exposition of the funda- 
mentals of cost accounting is most fre- 
quently accomplished either by a theoretical 
discussion of the principles involved, or by 
an explanation of the entries made upon the 
books to record the cost data and to trans- 
fer such data to the general accounts. In 
this book the author has developed the 
subject theoretically and at the same time 
demonstrated the application of the theory. 
This is the proper method of exposition. 
The principles are discussed and suggested 
forms displayed. It is, however, unfortu- 
nate that the author chose to postpone the 
discussion of the contact between the 
general books and the cost records until 
the end of the volume. The reviewer 
believes that such contact would have been 
more clearly explained if it had been 
demonstrated progressively throughout the 
book. Despite this fact there is more 
continuity of thought than usual in writings 
upon this subject. 

The introductory chapters relating to 
the necessity, purpose and function of 
costing are admirably written and place 
the reader in & most receptive mood for 
the technical matter which follows. The 
author’s style of writing is unusual for this 
type of work; his descriptions are concrete, 
and his vocabulary such that he is able to 
avoid the constant use of set phrases which 
are so much in evidence in contemporary 
literature of this character. 

The explanation of the various cost 
records is logical and there is a wealth of 


illustrations and charts which help to" 


visualize the problems set forth. 'The 
charts are of more than passing interest 
in that they have evidently been taken 
from business experience rather than 
prepared for purposes of explanation. 
The tables illustrating “‘power,” which are 
worked out on a horsepower basis, ere 
particularly noteworthy. 


The connection of the cost records with 
the general books has been brought out by a 
series of ledger accounts and an excellent 
chart demonstrating the entries involved. 
This is a most important portion of the 
work and proves to be an adequate sum- 
mary of the fore-going aubject matter. 

The reviewer does not entirely agree with 
the author upon the question of the in- 
clusion of interest in cost, or with his broad 
statement concerning appreciation, but 
these matters are open questions and from 
the viewpoint of the author have been 
satisfactorily handled. 

The volume is sufficient as a condensed 
reference book upon the principles of cost- 
ing and has special value in that it in- 
cludes enough technical material to give a 
thorough explanation without being too 
complex for those whose knowledge of the 
subject is limited. 

Тномав А. Ворр. 


Fasserr, Coantes М. Handbook of Mu- 
nicipal Government. Pp. 160. Price, 
$1.50. Assets of the Ideal City. Pp. 160. 
Price, $1.50. New York: Thomas Y. 
Crowell Company, 1922. 


These companion volumes by the 
former Mayor of Spokane, now connected 
with the University of Kansas as Specialist 
in Municipal Government, are in no sense a 
contribution to, but rather & restatement 
in compact form of the leading facts in the 
development and structure of city govern- 
ment and an outline of approved principles 
in municipal functions. Three-fourths of 
the first volume is taken up with a sketch of 
existing forms of city government in the 
United States, the best portions of which 
are found in the chapters on elections and 
appointments and the duties of officers. 
The volume closes with chapters outlining 
the general problems of administering the 
city services and local finance. 

The Assets of an Ideal City, as its title 
would Indicate, concerns itself with princi- 
ples ráther than with description of ex- 
isting realities in municipal functions. 
There are chapters on Streets, Utilities, 
Health; Corrections, Recreation, Music 
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and Art and Civic Organizations. The 
writer’s enthusiasm for civic righteousness 
has been served by an inspirational style 
which does not always escape the charges 
of sentimentality and preaching. ` 

As college texts, these volumes would be 
found too brief, no matter how suggestive. 
The writer’s style and his treatment of his 
material are such as to make “civics” а 
better descriptive word for his work than 
the more forma! “municipal government.” 
For the busy teacher and the interested 
layman, howevzr, these books have much 
to commend them. 


Lanm W. LANCASTER. 


Davi», Donato Kix. Retail Stores 
Management Problems. Рр. xxx, 1050. 
Price, 86.75. Chicago: A. W. Shaw 
Company, 1922. 


This most complete text on retail stores 
management represents a stupendous a- 
mount of search.ng throughout the business 
community for problems of retail stores 
management and a most satisfactory 
compilation of these problems in unified, 
orderly fashion. The problems incident 
to retail store operation are logically de- 
veloped in accordance with the case method 
under group headings such as Accounting, 
Organization, Merchandising and Buying, 
which serve to give the reader contact with 
all phases of the retail manager’s work. 

The method of development of the text 
is such as to maintain the interest in the 
problems, since they are arranged in a 
progressive manner. It is difficult to 
imagine & more complete and thorough- 
going attempt to set forth in one volume 
all of the problems of the retail executive, 
The book will become standard as a refer- 
ence text for retail stores management. 

Although the author states in his preface 
that it is possible to utilize the book for a 
text without additional supplemental ma- 
terial in principles of store management 
laid down by lecture or text, it is neverthe- 
less difficult to understand how a student 
might be expected to grasp all of the 
intricacies of the various problema, pre- 
sented without some supplemental in- 
formative аз presented to him by his 
instructor, 
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The text is profusely illustrated with 
charts of forms, which partly aid the reader 
in visualizing many of the problems which 
are set forth. It would seem that the 
book would have ‘been an impossible 
accomplishment without the aid of the 
large number of concrete management 
problems available to the author through 
the Harvard Bureau of Business Research, 
under Professor Melvin T. Copeland. 

В. Н. LANsBURGE. 


Ricumonp, Many E. What Is Social Case 
Work? Pp. 268. Price, $1.00. New 
York City: Russell Sage Foundation, 
1922. 


In various fields of human activity, 
certain stock phrases come into being 
which are constantly used, on the assump- 
tion that every one knows the meaning 
and appreciates the implications of each 
such particular phrase. Yet the most 
superficial inquiry reveals the fact that 
such assumption is unfounded, that such 
phrases are used loosely, with far from a 
general agreement as to what is really 
meant or actually implied. In the field of 
social work, the phrase “case work" is an 
illustration in point. 

In this volume, the fifth in the Social 
Work Seres, published by the Russell 
Sage Foundation, Miss Mary E. Richmond, 
the editor of that series, director of the 
Charity Organization Department of the 
Russell Sage Foundation, and author of 
Social Diagnosis, sets herself to the task of 
answering the question of what social case 
work really is. The result is this well- 
written little book, which fills a very 
definite need, not only for case workers 
themselves; but also for a somewhat larger 
group perhaps which, while not actively 
engaged in social work, is interested in 
various ways and for differing reasons in an 
guthoritative summary of the salient 
festures and philosophy of case work. 

"Social case work," says the author, 
* consists of those processes which develop 
personality through adjustments conscious- 
ly effected. individual by lindividual, be- 
tween men and their social environments." 
This, it is unnecessary to add, sounds 
simple enough. Only ове who have 
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attempted to work out such adjustments, 
consciously, individual by individual, are 
in a position -to appreciate all that is 
involved. To many these processes mean 
neighborliness and nothing more. “There 
is’a half truth in this neighborliness theory,” 
Miss Richmond points out, “ог the good 
ease worker must be both barn and made, 
but its ‘element of error is the failure to 
recognize how much is being done in social 
work to develop a native gift through 
training and specialized experience.” 

Good case work demands many things, 
an almost innumerable array of qualifica- 
tions and conditions—insight into the 
innate make-up of individuals and the 
effect of environment upon them; an 
appreciation of the interdependence of 
human beings, of the fact that they are 
different from each other, that they are 
active willing entities, that they deteriorate 
when playing a passive rÓle, in short, a 
respect for personality; a democratic 
point of view, with a realization that 
democracy is not a form of organization but 
a daily habit of life; a technique of many- 
sided approach, assembling and binding 
together processes; little enough work to 
enable “‘freedom of growth—freedom to do 
good work and freedom to make new dis- 
coveries through intensive service;” ade- 
quate time to think, study, or to discover 
what people are doing in other places; and 
an appreciation of all forms of social work, 
together with a willingness to carry through 
each special task in such a way as to ad- 
vance all kinds of social work. 

Thoroughly trained and experienced case 
workers will find, it is true, little that is new 
in this volume. Throughout the entire 
volume one feels the obviousness of much 
that is emphasized, “‘save that in the serv- 
ice of any particularly unfortunate one we 
always have to remind ourselves that it is 
80." Social work, it cannot be too often 
emphasized, consists not in brilliant and 
unique ideas, epigrammatically stated, but 
in getting done actually the more obvious 
essentials, 

These essentials, conceived at their best, 
and dressed up in the psychological guise 
so much in vogue at the present time among 
the members of the guild, social case 
workers and other interested parties will 
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find herein set forth in a most admirable 
manner. The book is well written; the 
illustrations aptly selected, with a minimum ‘ 
of extraneous details. The library of no 
social worker or socially minded student is 
complete without this little book, besides 
the author’s Social Diagnosis. 
James Н. S. Bossanp. 


Еллмоор, СнаАнгЕз A. The Reconstruc- 
tion of Religion, a Sociological View. 
Рр. xv, 328. Price, 82.25. New York: 
The Macmillan Company, 1922. 


Modern society seems to suffer from . 
something which, in the case of individuals, 
psychologists speak of as mental conflict. 
This condition is the result apparently of 
the co-existence of certain deeply rooted 
but incompatible elements in our collective 
life. Among these may be mentioned (a) 
our industrial organization, with the eco- 
nomic mores underlying it; (b) modern 
Science, first applied to the physical and 
more recently to social phenomena; (c) 
modern democracy, using the term to 
signify a viewpoint or habit of life rather 
than any form of organization; and (d) our 
religous development, with the institu- 
tions and mores erected on the basis of the. 
teachings of the Founder. 

The literature of the last several decades 
shows that this conflict has been challenging 
the attention of an increasing number of 
thoughtful students, & liberal proportion 
of whom, like Professor Ellwood, have 
approached the problem from the viewpoint 
of religion. A great many of these books, 
while respectable and serious, have been 
relatively unimportant, either because the 
authors have sensed but not understood this 
conflict in its complex entirety, or because ' 
they have not known authoritatively all the 
elements involved. The author of The 
Reconstruction of Religion, however, shows 
clearly not only that he is on familiar 
ground in discussing the religious element 
in our social life, but that, in addition, he is 
a tramed social scientist, and thoroughly 
convergant with the facts of our economic 
organization and development. This 
happy combination has made it possible 
for him to. produce in the book under con- 
sideration a contribution of outstanding 
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importance to the literature in this field. 

There exists today a crisis in western 
civilization. Similarly, a crisis confronts 
religion in the modern world. Success in 
meeting the former is possible only by way 
of solution of the later. *'Our civilization 
needs a synthesis of its inharmonious 
elements, but it can get that synthesis only 
through accepting the fundamental Chris- 
tian principle that the service of God must 
consist in the service of mankind." This 
in its barest outline, is the essence of this 
book. 

Concerning the crisis in western civiliza- 
tion, the author points out that we have 
been troubled with & recrudescence of 
pagan ideals. Especially have the flood 
gates of human selfishness been opened to 
the masses of men in the nineteenth cen- 
tury, with the sudden increase of wealth 
resulting from the Industrial Revolution. 
Material standards have become dominant. 
In literature, commerce, business, polite 
society and amusements, our standards 
have become more pagan than during the 
Renaissance. The World War was the 
inevitable climax of our pagan mores. The 
whole lesson of recent events is that we have 
come to a parting of the ways, that our 
civilization can no longer remain half 
pagan and half Christian. “Тһе half- 
and-half standards of our previous civiliza- 
tion will no longer work in the complex and 
tremendously dynamic social world of the 
present.” 

“The crisis in the religious world has 
been brought about by the failure of 
existing religion to adapt itself to the two 
outstanding facts in our civilization— 
science and democracy. Of these 
two, science is the more outstanding and 
dominant. It is the foundation of our 
views of life and the universe, as well as of 
our material progress, and so it has largely 
created the conditions which have favored 
the rise of modern democracy.” As the 
result of the influence of modern science 
and the changes it has wrought, old theo- 
logical beliefs have crumbled, the theologi- 
cal way of looking at life is seen to be of 
much less importance than was formerly 
supposed, the entire edifice of speculative 
theology has been undermined, and, be- 
cause of the identification in the popular 
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mind of religion with theological beliefs, the 
influence of religion on the daily life on an 
increasing number of people is steadily and 
rapidly diminishing. 

But religion is a factor which cannot be 
dispensed with in the more.complex stages 
of social evolution. The ideal values of 
each type of social development tend to 
religious expression. It is а powerful 
support of the mores of the group. We 
must reconstruct our religion, therefore, if 
we would reconstruct our civilization. 
Whet we need, insists the writer, is a 
“New Reformation,” "besides which the 
Protestant Reformation will seem in- 
significant.” This “New Reformation” 
means the establishment of a more rational 
and socialized form of Christianity—a 
Christianity in harmony with modern 
всіег.се and modern democracy. 

The author devotes about half of his 
book to a discussion of what the recon- 
structed religion must be like. It must be 
positive. A positive religion is one that 
will be concretely ethical; it will insist that 
religion and morality are not inseparable; 
it will be collective and coóperative rather 
than competitive and individualistic; it 
will be marked by a return to Christ, not so 
much an emotional attachment to the 
person of Christ, but rather a return which 
will be a rational understanding and ac- 
ceptance of His teaching. The recon- 
structed religion must be social, ie., it 
must be a religion which recognizes the 
supreme worth of man, on the basis of an 
appreciation that there are no values of 
any sort apart from men. Four chapters 
are devoted to a consideration of the 
principles which the reconstructed religion, 
in the jucgment of the author, must msist 
upon in d to the family, our economic 
life, our political life and social pleasure. 
These chapters are the most specific and 
perhaps the most penetrating part of the 
book. 

The final chapter is devoted to a con- 
sideration of the opportunity of the church. 
Like all institutions, the church has the 
insidious tendency to forget the purpose 
for which it was organized originally, and 
to set itself up as an end in itself. A 
reconstructed religion demands a recon- 
structed church which can become the true 
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torchbearer of social idealism. The church, 
says Dr. Ellwood, must go into the business 
of creating an effective public opinion 
regarding all relations of individuals, 
classes, races and nations, for “the transi- 
tion from non-Christian society to Chris- 
tian society can only be effected by the 
formation and guidance of an effective 
publie opinion which shall express itself in 
an appropriate mode of social control, 
because that is the only mechanism through 
which conscious social changes are effected 
in human society." 

This book undoubtedly is the ablest and 
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most stimulating diseussion of religion in 
its relation to modern life that has yet 
appeared. It is a sad commentary on the 
past nineteen centuries that the book 
should have been written. In view of the 
present status of our civilization and the 
Christian religion, it is a fortunate thing 
that it has been written. The style is 
direct and clear. The thought is logically 
presented. In spirit, it is fearless, out- 
spoken and even-tempered. Would that 
every clergyman—and thoughtful member 
of society—might read and ponder it. 
. dass Н. 5. Bossarp. 
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FOREWORD 


Tue officers of the Academy have 
received from many of its members 
requests that the Academy devote a 
special issue of Tue ANNALS to а 
consideration of the relationship of the 
churches to industry. The editorial 
council decided to carry out this sug- 
gestion and this volume is the result. 
The special editors chosen to prepare 
the volume are each preéminently 
qualified, by their knowledge and ex- 
perience, to place before the country 
the views of the best minds in our 
churches on industrial relations. 

Dr. John A. Ryan, who in addition 
to his duties in the National Catholic 
Welfare Council carries a professorship 
in the National Catholic University at 
Washington, is one of the foremost 
authorities on economic and industrial 
problems in the Catholic Church in 
America. He had a large part in the 
preparation of the well-known Social 
Reconstruction Program issued by the 
Catholic, Bishops, and his books on 
wages and other economic problems 
are widely read. 

The Rev. F. Ernest Johnson is 
director and organizer of the Research 
Department of the Federal Council of 
the Churches of Christ in Amefica, 
which is concerned with the study of 
social, economic and industrial prob- 
lems, as an aid to the educational pro- 
gram of the Protestant churches. 
Previous to his connection with the 
Federal Council, Mr. Johnson held 
pastorates in New York City and else- 


where, which furnished a background 
for his present activities in the field of 
human relations. 

The close of the War witnessed a 
slump in ethical standards of a kind 
that usually characterizes post-war 
periods. It was no longer possible to 
appeal with any assurance to that high 
standard of conduct which had char- 
acterized so many men in business and 
so many workmen before the war 
period. There was a general admission 
that the churches had lost for the time 
being much of their influence as 
agencies of social control. No social 
institution can be set apart from the 
influence of other social institutions. 
The social function of the Church is to 
set high standards of conduct in in- 
dustrial, commercial, social and every 
other vital phase of human life. 

The special editors of this volume, 
representing as they do the overwhelm- 
ing majority of the church-attending 
people in this country, have herein 
brought together the thought of some 
of the best minds in America on the 
ethical issues at the heart of our in- 
dustrial problems. Whether as indi- 
viduals we are employers or wage- 
earners or consumers, we each certainly 
care to know the views on industrial 
relations of those leaders in our 
churches, who have given special con- 
sideratigh to the ethical phases of 
industrial relations. 

CLYDE L. Kine, 
Editor. 


The Moral Diagnosis 
By Rev. Wm. J. Кинвү, Рн.О. 


Professor of Sociology, Catholic University of America 


HE industrial conflict is found 

wherever labor and capital are 
united in one industrial operation and 
are at the same time at variance con- 
cerning authority in industry, income 
from industry and the details cf opera- 
tion. The parties immediately con- 
cerned in any one controversy or out- 
break are employers and employees. 
But the issues are fundamental. Rever- 
berations work their way outward and 
reach all classes, professions and groups. 
There are practically no neutral spec- 
tators to the struggle. Whether 
conviction, economic interest or associa- 
tion be the determining factor, every- 
one who has wide sympathies and active 
intelligence will be disposed to take an 
attitude. Thus the industrial conflict 
goes on in every kind of social group 
and social gathering. It divides men of 
the same political party, of the same 
religion, of the same race or class. In 
so far as men are attracted by social 
ideals and impersonal search for justice, 
& group arises which is solicitous for the 
common welfare, earnest in serving it 
and free from the tyranny of self- 
interest or prejudice. Public spirited 
men, scholars, religious leaders and 
thoughtful men and women of every 
type represent the group of practical 
idealists who seek the way to industrial 
peace. This three-fold division—labor, 
` -capital and the public—is reflected in 
the composition of arbitration boards 
of many kinds which aim to deal with 
particular issues as they arise in the 
conduct of industry. АП three of these 
classes are represented in the composi- 
tion of this volume and an endea*tor is 
made to secure a presentation’ and 
interpretation of the factors in the 
struggle and of the forces which operate 
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in the direction of peace from both par- 
tisan and general standpoints. 

In ordinary times the conflict is 
largely verbal. Feeling and conviction 
are represented in literature, conversa- 
tion and orderly advocacy of particular 
views. In an acute phase of the con- 
flict, as, for example, a disagreement in 
& particular plant, we find the struggle 
in its concrete form. It will vary in 
intensity from orderly disagreement to 
violence. It may relate to substantive 
demands, such as increase or decrease 
in wage rates, to technical demands 
involving the exercise of authority, to 
conditions of labor, or to the recogni- 
tion of the union or the return of the 
dismissed employee. Sometimes the 
issue is symbolical rather than actual, 
as, for instance, when Mr. Baer at the 
time of the anthracite strike was will- 
ing to deal with John Mitchell, and 
absolutely unwilling to deal with John 
Mitchell, president of the United Mine 
Workers. 

On account of the solidarity of the 
employers on the one hand and of all 
organized employees on the other, we 
find that on both sides of the struggle 
the best mental effort of both groups 
is involved in every particular conflict. 
The intensity of feeling, the determina. 
tion of th@contestants and the extreme 
attitudes ‘taken, are out of all propor- 
tion to any particular issue, and are in 
proportion only to the magnitude of the 
issue as a whole in the industrial world. 
This is perhaps the most obstinate 
feature of the situation. 


PARTICIPANTS IN THE INDUSTRIAL 
CONFLICT 


While we may say that the industrial 
stgdggle involves practically all society, 
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it is equally to the point to say that the 
struggle does not involve all industry. 
There are large numbers of laboring 
men indisposed to raise issues, willing 
to work without challenging the au- 
thority of the employer or the regula- 
tions that he sets down. Whether this 
indifference on the part of laboring men 
is due to low standards of living or to 
no standards of living, or to the experi- 
ence of oppression that has stifled all 
impulses toward larger justice, is beside 
the point. Whether the cause be dis- 
like of unionism, reluctance to make the 
sacrifices of personal liberty belonging 
to it, or to the belief that the laborer 
can promote his own interests best by 
standing out against organization, does 
not change the situation. Whether this 
lassitude, individualism ог self-con- 
fidence of the laboring man is a bad 
thing or a good thing in the summing 
up of life and the interpretation of 
human progress, is not now under 
consideration. We may in any case 
eliminate from the actual industrial 
conflict all laboring men who refuse to 
raise issues and are willing to submit to 
the authority of the employer. We 
may confine attention, then, to that 
portion of the laboring class which is 
organized, which raises issues and 
maintains attitudes at any cost. 

We may also eliminate situations in 
which labor is strong and the employer 
is weak. The employer who, for any 
reason whatsoever, believes that the 
substantial demands of orgargzed labor 
are warranted end who goes along way 
toward complying with them, may be 
dismissed also from consideration in 
the industrial conflict. 
maining, then, the strong employers 
воа the strong labor organizations in 
whose relations the struggle attains to 
degrees of intensity that challenge our 
institutions and search out relentlessly 
the resources of our social ideals. But 
not all of these classes are included in 


We have re-, 


the actual industrial conflict. There 
are wise and high-minded men on both 
sides who take large views and imper- 
sonal attitudes, who find the way to 
industrial peace in their individual 
plants and maintain it through sheer 
good will and kindly understanding. 
The number of leaders on both sides 
who would gladly take such an attitude 
is more or less reduced by the tyranny 
of class. The employer is told by his 
friends that he must stand by his class. 
The labor leader is, likewise, the de- 
fender of his class. This social pressure 
reduces the possibility of maintaining 
stable and peaceable relations and 
working out economic success in many 
industrial plants. 


TENDENCIES TOWARD PEACEABLE 
ADJUSTMENTS 


Passing from the consideration of 
leaders to that of arrangements we find 
that collective bargaining between 
employer and labor union contributes 
extensively to the furtherance of indus- 
trial peace. We may therefore elimi- 
nate from the discussion for the present 
all collective bargaining arrived at with- 
out struggle and operated without 
misunderstanding. 

When neither leaders nor collective 
bargaining can succeed in maintaining 
stable peace and differences between 
employer and employee come to the 
point of conflict, we find very fre- 
quently that mediation and arbitration 
prove effective. These measures pre- 
vent the strike which is in itself econom- 
ically harmful. Where they fail or do 
not apply and the strike occurs, we 
see the consequences of unreconciled 
differences between labor and capital, 
Or where either or both sides resort 
to violence, threat, deception, spying 
malicious misrepresentation and even 
death to individuals and destruction 
of property, we find present the full 
logic of the bitterness of the struggle 
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and the defeat of our social and spiritual 
ideals. 

To some extent, progressive social 
legislation removes many details from 
the field of conflict. This legislation 
has succeeded in toning down the 
asperities of unrestricted competition, 
and it has removed from the bent 
shoulders of labor many heavy burdens 
of industrial risk that perhaps, on the 
whole, employers have regretted quite 
as much asthe laboring men themselves. 

We should not overlook the striking 
value of industrial research which has 
brought to the surface a great range of 
authentic information concerning the 
facts in industrial life and has given us 
a more complete analysis of the rela- 
tions of death, disease, injury, poverty, 
and inefficiency to the old conditions 
under which industry operated. The 
missionary value of accurate informa- 
tion and of authentic interpretation of 
industrial life and processes is dis- 
played, first, in the progress toward 
industrial peace already hinted at, and 
second, in the fact that in very many 
of our actual industrial conflicts there 
is disagreement as to fundamental and 
essential facts. Perhaps nothing can 
contribute more directly to further the 
interests of industrial peace than the 
spread of actual information concern- 
ing the facts of industry and the aspira- 
tions of those involved in it. When 
that information is of sufficient quan- 
tity and of satisfactory quality it tends 
to build up a larger social philosophy 
which serves as a corrective to the 
extremes of emphasis placed by em- 
ployers and by labor leaders on their 
respective claims. 

In estimating the situation it is well 
to remember that the employer is in 
possession, and buttressed into superla- 
tive strength by that fact. Thé prop- 
erty system endorses him, the’ tradi- 
tions of industry justify him, ethical 
standards corroborate him, legal pro- 


cedure and presumption favor him. 
The inadvertence of the public, the 
narrowness of the law and the sym- 
pathies of accepted culture are his 
allies. On the other hand, innovation 
is bad form. The laboring class is 
under the disadvantage of finding that 
the public does not understand their 
claims. The laws have not provided 
for them. Constitutions have made 
the recognition of many of them legally 
impossible; hence laboring men have 
been compelled to force through issues 
separately. They have been conscious 
of fundamental inequality in fact before 
the law, and they have to await the 
slow unfolding of a new philosophy 
which will challenge industrial author- 
ity and demand a revision of the func- 
tions of the State and the operations of 
law in serving to secure industrial 
justice. 


LrADERSHIP 


The industrial conflict is a problem 
in leadership. Ignorant and selfish 
leaders can destroy any cause. En- 
lightened and high-minded leadership 
is, next after justice, the greatest asset 
that any cause can have. If only men 
of the highest moral integrity, imper- 
sonal outlook and culture came to posi- 
tions of authority and power among 
both employers and laborers, a long 
step toward industrial peace would be 
taken. The harm done by narrow- 
minded and unworthy leaders on both 
sides is Weyond all calculation. Every 
instance of trickery, selfishness, mis- 
representation, malice, bribery, theft 
and even murder, as these have been 

* found in the history of the struggle, has 
done permanent harm to the interests 
of industrial peace. When character 
is not stronger than temptation only 
moral disaster can result. When 
leaders are not respected no cause can 
triumph. 

‘No social arrangements that can be 
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undertaken, no arguments however 
strong, can serve well the cause of in- 
dustrial peace if the leadership is not as 
noble as the cause or as intelligent as 
the issues demand. The loss of mutual 
respect among contending leaders, 
proneness to suspicion, to indirection 
and to the subtle tactics of self-defense 
must be enumerated as the most effec- 
tive obstacles to industrial peace which 
we face. Character and intelligence 
are required. Intelligence is necessary 
because the laws of social progress 
must be understood; the delicate bal- 
ance of conflicting claims must be sus- 
tained; toleration of the slow complex 
processes of historica] change must be 
found always. Only disaster could 
result if employers yielded to the de- 
mands of laboring men without regard 
to economic laws. The mysteries of 
human motive, the complications of 
credit and the exactions of business 
risk all make imperative the need of 
far-reaching foresight in the midst of 
the competitive struggle. The labor 
leader who drives ahead blindly and 
insists on his isolated demands without 
adjusting them to the severe limitations 
of life and of the facts in the situation, 
serves his cause badly. 

Character is required no less than 
intelligence. Leaders on both sides 
must be lovers of justice, genuine 
friends of truth. Unless their moral 
fibre is strong enough to release them 
from the tyranny of selfishness and self- 
seeking, they will drift into ab oppor- 
tunism in which their ideals perish 
and they will sink back to the low level 
of brute force and we shall know no 
peace. 

It is impossible to overstate the im- 
portance of leaders, and of intelligence 
and character in them, in seeking indus- 
trial peace. Religion is called upon at 
this point to do fundamental work in 
character building. Its assertion of 
spiritual values, its emphasis on the 
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intangible compensations of life, its 
cultural outlook upon life as a whole 
and its insistence on the sanctity of 
service, are essentials in the training of 
industrial leaders. 


CONSCIENCE IN OWNERSHIP 


Were our industrial leaders on both 
sides as intelligent and high-minded as 
we might ask, an industrial problem 
would still remain in the form of a rea- 
sonable conflict of economic interests. 
Differences as to authority in industry, 
as to income from industry and as to 
details of operation will remain to 
sharpen thinking, improve caution, 
and slow down the impulsiveness that 
is so harmful in institutional life. Men 
are never more wise than when they 
face a challenge which they must re- 
spect. Industrial authority like any 
other is expansive. Differences of 
judgment among men will remain for- 
ever. Without ideals we shall sink 
into barbarism. With them we are 
made restless and aspiring. The prop- 
erty system as such and the conditions 
of the distribution of property are in- 
volved here. We have today large 
industrial units, large amalgamations 
of capital, parceled ownership thrcugh 
stockholding and separation of owner- 
ship from management, in that owners 
do not manage and managers do not 
own. We have representative govern- 
ment in industry as we have in political 
life. The directors of industrial cor- 
porations are representatives of the 
owners of an industry. They are not 
the owners. We have majority control 
and the manipulation of that majority 
is as clearly marked as in any legislative 
assembly that ever acted. We find 
the infinite delicacy of the system of 
credit and finance, the tendency of con- 
trolled* credit to drift toward small 
groups whose imperial power in the 
industrial world exceeds the dreams of 
a Roman Caesar. The executives in 
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control of an industry obey the direc- 
tors and the directors establish policies 
that wil produce dividends. -The 
dividends are distributed to the one 
thousand or thirty thousand scattered 
owners. The result is that the con- 
science of ownership is separated from 
its functions. An entirely new dom- 
inant motive is introduced and an in- 
dustry must maintain prestige in the 
competitive struggle, produce divi- 
dends, protect credit, and maintain 
stock and bond values. In this way 
the economic motive takes on enhanced 
power in the practical direction of 
industry and the human consideration 
of the wider interest of labor is un- 
doubtedly weakened. 

From this standpoint the problem is 
one of reuniting conscience and respon- 
sibility with ownership and of forcing 
upon dividends a Christian spirit and 
impulse. Religion has a task at this 
point in restating the responsibilities of 
ownership, in reuniting conscience and 
ownership, and in devising a more 
worthy recognition of the weaker ele- 
ment of labor in the industrial process. 
This entire task may be described by 
saying that it is necessary to devise a 
new ideal of social justice, a new bill of 
industrial rights which will serve the 
industrial constitution as the bills of 
political rights serve the development 
of the political constitution in the his- 
tory of human living. 

The supreme motive in the industrial 
process is profit. The individualistic 
philosophy upon which our industrial 
fabric has rested frankly declares that 
the appeal to selfishness is the driving 
power of life, that that motive alone is 
powerful enough to feed and clothe the 
world, promote progress and place the 
latent genius of mankind at the mate- 
rial service of the race. No one denies 
the sanctity of justice provided he may 
define it. The employer seeks and 
serves justice as he defines it. The 


laborer seeks and serves justice as he 
defines it. The two disagree in their 
definition of justice as applied to pres- 
ent social conditions. Approach to 
agreement as to what justice is in terms 
of authority, income, and details of 
operation, is the direct way to indus- 
trial peace. If the employer insists on 
his concrete definition of justice to the 
exclusion of all others, there can be no 
peace. If the laborer devises his own 
definition of justice to the exclusion of 
all others without regard to the com- 
plex limitations of life and without 
compromise, there can be no peace. 

All social institutions operate by 
force of factors which they themselves 
do not control. Good will, mutual 
trust and respect, confidence in the 
divine order of life, control of valua- 
tions that will stand against all selfish 
pressure must be interwoven into all 
institutional management if we are to 
have peace. Religion as the inter- 
preter of justice and of human values is 
called upon to lend its best efforts to 
such discounting of conflicting stand- 
ards of justice as will prepare the way 
for understanding. 

Certain modifications of industrial 
authority, new ways of calling in the 
conscience of all stockholders as a de- 
termining factor in business policy, 
pressure from stock and bond holders 
upon directors, the promotion of stock 
and bond ownership among laboring 
men, promotion of coóperative efforts 
and of varjous forms of insurance and 
saving, 16 extension of social legisla- 
tion at points of greatest pressure and 
menace to the laborer, the assumption 
Qf new protective functions by the 
State, seem to be imperative as scat- 
tered efforts toward social justice. It 
would be no service to human progress 
were we to ask the laboring class to 
surrender its idealism. It would be no 
service to progress to reserve all of the 
authority in industry to those who con- 
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trol it. The converging of effort and 
research upon the extent to which the 

employer can yield and labor can be 
” gelf-controlled in seeking a common 
definition of justice are tasks that are 
now at hand. 


INDUSTRIAL LIBERTY 


The problem may be stated again in 
terms employed by Von Scheel in the 
early seventies in Germany. He de- 
scribed the labor question as consisting 
in the consciousness of contradiction 
between political emancipation and 
economic dependence as experienced 
by the laboring class. Tke develop- 
ment of personal liberty and the philos- 
ophy of the modern state have given to 
the individual an enhanced self-appre- 
ciation which is the cornerstone of 
democracy as it is the fundamental 
truth in the teaching of Christ. The 
individual craves life, growth, security, 
and the opportunity to enjoy a reason- 
able share in the culture of his time. 
Our political teaching is based on these 
truths. The operation of our institu- 
tions assumes that the individual does 
understand these aspirations and that 
he acts upon that understanding. 
Rapid industrial development that 
placed the laboring man increasingly 
under the domination of the employer 
was in conflict with this enhanced self- 
appreciation. Now the fundamental 
power of the labor movement is de- 
rived from the spirit of democracy. 
The laboring men believe gthat their 
political democracy has bten made 
futile by the experience of industrial 
dependence. The whole struggle seen 
from this standpoint consists in the 
determined effort of laboring men to 
introduce the spirit and some of the 
ways oi democracy into industry. The 
industrial conflict is, therefore, a phase 
in the solemn process of the readjust- 
ment of political and industrial institu- 
tions in western civilization. It is*use- 


less for any employer or any state or 
statesman to attempt to ignore this 
tidal movement of the world. It is 
useless for any employer to believe 
that he can do anything more than 
hinder for a moment the progress of 
the process in a particular industrial 
plant. Wisdom will be found only 
through the proper understanding of 
this process of social readjustment as a 
whole, and in drawing upon history 
for the wisdom needed to guide it 
safely. 

Nor can laboring men on their part 
afford to ignore the lessons of history, 
the penalties of revolution, and the 
sanctities that restrain all great social 
effort. Political rulers who ignored 
popular aspirations have gone down 
to death, and institutions have crum- 
bled because of attempts to resist this 
cosmic movement. But the day of 
liberty has been long delayed when sub- 
jects defied the orderly process of social 
change. They are best friends of 
progress who control the urge of the 
indiscriminate passion for liberty. 
There can be no doubt that much of the 
delay that industrial justice has suf- 
fered, much of the misunderstanding 
that has prolonged the agony of.the 
weaker social classes may be ascribed 
to the mistakes of judgment and faults 
of motive that have led men to see the 
world through inflamed vision instead 
of the calmer light of reason. The 
spirit that prevail in the industrial 
conflict is due largely to what one may 
call divided thinking. Every social 
interest must be seen in its place in the 
whole of social life. No industrial 
leader can think clearly if he insists on 
thinking out the relations of the world 
from the standpoint of economic inter- 
ests. That interest із one of many. ' 
Lifess more than raiment. If employ- 
ers tvould but think of life from the 
standpoint of life itself, they would 
readily gain an insight which would dis- 
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pose them to adjust economie claims 
to higher human claims. If they 
would study the social conditions that 
leave the weaker classes helpless and 
that baffle their legitimate aspiration 
'for fuller life, for freedom from eco- 
nomic fear and for reasonable dignity 
and opportunity, understanding would 
be given to them where it now fails. 

But the mistakes of divided thinking 
are found also in the advocacy of the 
interests of the employee. Reckless 
insistence on demands without due 
allowance for the complication of social 
change exposes one to mistakes in 
action which hurt confidence. Refusal 
to act on limitations which employers 
do not invent and cannot control leads 
employees into positions which their 
best friends cannot endorse. If, then, 
each party to the controversy were to 
study his own claim, not in itself, but as 
a subordinate phase of life as a whole, 
a widening of sympathy and improve- 
ment of understanding would result 
which would point the nearer way to 
industrial peace. 

This divided thinking is a mistake 
from every social standpoint. Until 
it is corrected, we can expect no basis 


of stable peace. The mistake is one of 
method. It seems that religion has an 
opportunity here which promises much 
among those who accept its message 
with confidence and respect its claims 
with reverence. Religion touches the 
whole of each man’s life and the whole 
of social life. It aims to diminish 
emphasis on the interests that divide 
men and to increase it on the interests 
that unite them. It is safer to inter- 
pret competition from the standpoint 
of human brotherhood than it is to 
understand brotherhood from the 
standpoint of competition. The sanc- 
tities of property are borrowed from 
the sanctities of life. The sanctities 
of life will never be understood and 
respected if only economic thinking is 
to guide one. The work which religion 
has to do extends to such correction of 
habits of thought, and of points of 
view as will place all of the related 
interests of life in true proportion to 
one another. Once this is accom- 
plished, the way to industrial peace is 
pointed out. Until this is done, hope 
for justice and peace will be confined 
to what social authority can do by force 
and law. 


Industrial Conflict and the Local Community 


By Ержлвр T. Devine, Рн.О. 
Author and Lecturer 


HE local community may come 

into contact with industrial conflict 
through (1) its courts; (2) its police 
department; (8) the Chamber of Com- 
merce or civie or commercial clubs; (4) 
sympathetic trade unions or central 
tradés councils or federations; (5) the 
churches; (6) special ad hoc commit- 
tees, either self constituted or appointed 
by some other body, such as a mass 
meeting of citizens or the churches; (7) 
the newspapers; (8) the schools; (9) in- 
dividual representative citizens; (10) 
intangible public opinion. | 


Tue Counrs 

The courts, deriving their powers 
from the sovereign state, exist to de- 
termine legal rights which may be in 
dispute between individuals, to ascer- 
tain whether alleged offenses against 
the laws have really been committed 
by the accused, and to assess damages 
and fix punishments. They also, in 
exercising these powers, have occasion 
to determine what the law really is: 
whether, for example, a statute is con- 
stitutional or an ordinance legal; 
whether & previous court order or in- 
junction is valid; whether & policeman 
or other peace officer in a given instance 
has exceeded his powers; whether an 
indictment found by a grand jury shall 
be quashed for some reason or tried. 
From justice of the- peace or police 
magistrate to the highest courts df 
appeal, the courts come into relation 
with industrial conflict, as with every 
other form of social conflict in which 
personal injury may occur and in which 
property rights are involved. In the 
most peaceful and orderly strike or 


lockout questions are likely to arise as 


to the enforcement or violation of 
existing agreements betwéen employing 
corporation and  wage-earners. In 
the greater and more prolonged con- 
flicts there are likely to be riots, de- 
struction of property, even loss of 
life, furnishing work for the criminal 
courts; and also delicate questions 
concerning the most fundamental of 
human rights, such as the right of 
assembly, the right of free speech, and 
the right of contract. 

The impartiality and the compe- 
tence of the judges who are to decide 
these questions are obviously the prime 
consideration. That there should be 
general confidence in the fairness of 
temper and also in the technical knowl- 
edge of the judges—in their knowledge 
not only of the principles of law and 
equity but also of those economic con- 
ditions out of which the disputes arise 
and the industrial relations in which 
the disputants stand to one another— 
is greatly to be desired. 

On the whole, employers and invest- 
ors seem to have such confidence. The 
remark is not cynical. Jt is not that 
they have confidence because they 
think the judges will uniformly decide 
in their favor. This would be quite un- 
true. There are occasional decisions 
against the corporations. What the 
officers and directors of the employing 
corporations think, and those whose 
interests, large or small, are in profits 
and dividends, is that, on the whole, 
they get a fair hearing; that, when leg- 
islators become demagogues or local 
opinjon prejudiced, the courts may be 
expected to give the protection to 
which even the unpopular are entitled; 
that the judges, especially the ap- 
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pointed and long-term judges, are not 
likely to be influenced by the clamor of 
zhe multitude and the passions of the 
passing hour; that they sit more or less 
aloof from the influences which sway 
ordinary mortals, serene in their knowl- 
edge of the way in which similar issues 
have been settled in the past and 
. determined to do justice though the 
heavens fall. 

Unfortunately, this is not the way 
strikers or locked-out wage-earners 
ordinarily feel about the courts. It 
may be because of their ignorance or 
natural perversity, but the fact is cer- 
tainly that they rather expect the 
courts to be antagonistic. They think 
they have had to wrest the right 
of peaceful picketing from reluctant 
judges; the right to collective bargain- 
ing in the face of ancient judge-made 
conspiracy laws. They think of in- 
junctions in labor disputes as simply 
one more exceedingly effective weapon 
against them. They think that judges 
are human, like themselves, in that 
they are influenced by the current opin- 
ions, prejudices and passions of those 
with whom they associate, and that 
they do not, after their election to the 
bench, unless just before a re-election 
is in question, associate very much with 
wage-earners. They think that judges 
naturally and inevitably take the point 
of view of the prosperous, property- 
owning classes rather than that of 
the industrial workers. They recognize 
that it is easier for a judge to be sym- 
pathetic with a particular individual 
criminal whom he may have to sentence 
—a murderer, forger, wife-beater—if 
there are exceptionally appealing cir- 
cumstances, than to be sympathetic 
with a miscellaneous lot of milk-wagon 
drivers, for example, who by their 
strike appear to be the direct cauge of 
much inconvenience or suffering in'the 
community, or with railway employees 
or coal miners, when the supply of a 


necessary service or commodity is at 
stake. 

It is a race between the better eco- 
nomic education of judges and of the 
legal profession from which they are 
necessarily drawn and the disaster 
which is surely involved in a complete 
and irrevocable loss of confidence in 
the courts on the part of the majority 
in industrial communities, or of so 
large a minority that, as in the case of 
several European nations, it may act 
like a majority. The present issue be- 
tween the courts and the conservative 
American Federation of Labor in the 
use of injunctions is a straw which indi- 
cates currents of the wind. The storm 
has long been brewing. Such injunc- 
tions as have frequently and of late 
increasingly appeared in labor cases 
will be increasingly opposed and per- 
haps defied. New legislation, or wiser 
and more discriminating action by the 
courts, may prevent the growth of 
revolutionary hostility. 

The remedy for the precarious state 
into which the courts have drifted is 
neither new nor startling. It is the 
remedy which Bar Associations and all 
thoughtful jurists advocate: the careful 
selection of candidates for judicial office 
from the highest to the lowest; selection 
based upon character, learning, a judi- 
cial temper, strict impartiality, keen- 
ness of understanding, a knowledge 
not only of the frame-work of the law 
but also of contemporaneous devel- 
opments ip industry and commerce, 
capacity for discarding traditional atti- 
tudes which no longer correspond to 
facts and courage in applying new 
knowledge—such qualities, for exam- 
ple, as have been most brilliantly illus- 
trated by the two distinguished Bos- 
tonians who are now on the bench of 
the United States Supreme Court and 
as are equally well illustrated by the 
present deans of several law schools. 
It тоша be a very stimulating thing 
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for the President to make the next 
appointments to the highest court and 
to other Federal courts from among 
these outstanding modern teachers of 
the law. 


Ротлсв DEPARTMENTS 


Police departments are seldom ade- 
quately equipped to deal with the dis- 
turbances incident to severe industrial 
conflicts. Their ordinary duties, mis- 
cellaneous and exacting as they are, do 
not especially prepare the ordinary 
policemen for handling riotous out- 
breaks, or for protecting either strike- 
breakers or pickets. The state militia 
has not in practice done very much 
better. The state constabularies or 
rangers have been more effective in 
some states, as far as the preservation 
of order is concerned, but they have 
not inspired confidence in their ability 
to confine their activities to this im- 
portant service. The United States 
Army alone, in those unfortunate in- 
stances in which the disturbance has 
been grave enough to call for federal 
intervention, has been well enough 
officered and disciplined to know how 
to preserve order without becoming 
partisan. The experience of the off- 
cers in charge of the government 
troops in such instances has not been 
such as to make them especially keen 
about this kind of service. 

The successful use of federal troops 
in this way, however, has not been 
without its effect on local qpolice de- 
partments. They should bé equipped 
and instructed for service in every 
emergency, and industrial conflicts are 
now likely to be among the most 
frequent of emergencies. They must 
learn the best means of controlling 
dangerous mobs, of preventing riots, of 
quelling them while they are incipient, 
of preventing lawless and illegal acts, 
while respecting both individual and 
collective rights. They must ‘learn 


the difference between strikers and 
rioters, between pickets and vagrants, 
between incitement to riot and that 
chaffing which all disciplined soldiers 
and policemen take good-naturedly at 
its real value. But it is not only the 
individual policeman who requires in- 
struction, training and discipline. Be- 
hind the policeman there must be a 
clarified and law-abiding public opin- 
ion. There must be a cheerful tax- 
payer, ready to furnish a police force 
large enough and sufficiently equipped. 
Much more important even than this 
is the need for a citizenry ready to 
back up the police in а reasonable dis- 
play of force when this is necessary, 
in every courageous performance of 
duty. 

The federal soldier may be individ- 
ually far less capable than the individual 
policeman, but he has the prestige and 
the authority, with the government 
behind him, and his bearing is both 
more confident and more restrained. 
He is less nervous and less likely to be a 
bully. The local policeman is of course 
more likely to have personal friends 
among the strikers than a state con- 
stable or a federal soldier. He is. more 
likely to be subjected to the annoyance 
of a personal complaint by some ag- 


_ grieved citizen who may have influence 


with his superiors. He is even apt to 
have personal views on the merits of 
the controversy. There must be all 
the more determined effort to keep 
the policemen impartial, above per- 
sonal partisanships or resentments, 
confident of recognition and support if 
he remains cool, good tempered and 
courageous. If his provocations are 
greater than those of a state constable 
or federal soldier, on the other hand. 
he will be on the ground earlier, he will 
know the local conditions better, and 
his ititerest in upholding the good name 
of the community for order and fair 
dealing is stronger. Those who have 
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the opportunity to influence local pub- 
lie opinion in regard to industrial 
conflicts can do no better service then 
to put a discriminating and vigorous 
public sentiment behind those police- 
men who with tact, skill, good Judgment 
and if necessary with self-sacrificing 
' heroism, keep the peace while indus- 
trial conflict rages. 


Busness ORGANIZATIONS 


The chambers of commerce, rotary 
clubs, and other associations made up 
mainly of business men, sometimes 
assume to be more representative of 
the community than they really are. 
They usually include clergymen, law- 
yers, editors and teachers. They often 
have some subordinate representatives 
of manufacturing or business houses 
as well as the heads. They seldom 
have serious representation of labor. 
They reflect the psychology of bankers, 
brokers, merchants or manufacturers. 
These are of course exceedingly impor- 
tant factors in the community, and 
they are entitled to their organs for 
creating, expressing, and propagating 
their own interpretation of current 
issues. It is greatly to be desired that 
organizations of this type should follow 
the example of the New Jersey State 
Chamber of Commerce in relying upon 
a qualified technical bureau for the 
study of subjects on which they are to 
express opinions. The more common 
practice is to appoint a committee 
which merely puts on paper opinions 
already current, snap-shot judgments, 
even on very complicated and con- 
troversial questions. 

Frequently even this formality is 
omitted and a body which purports to 
represent the whole community will 
commit itself by resolution, with no 
further information than is attainéd by 
listening to an after-luncheon partisan 
address or to an obviously propagan- 
dist circular letter. Those who have 
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a strong sense of community, whose 
sympathies are broad enough to em- 
brace the interests of both wage- 
earners and employers, women and 
men, farmers and dwellers in town, 
foreign-born and. native, will not be too 
much impressed by the action of com- 
mercial organizations unless there is 
evidence that their action rests upon 
sympathies as broad as their own. 
Business men, however intelligent and 
broad-minded, cannot speak for work- 
ingmen as well as the latter, however 
inarticulate, can speak for themselves. 
Either the civic bodies so-called must 
be more inclusive in their membership, 
or their views must be taken for what 
they are: fragmentary, perhaps sound 
and perhaps unsound; one sided, per- 
haps right-sided and perhaps wrong- 
sided, in any particular controversy. 


Lasor ORGANIZATIONS 


The world of labor, like that of busi- 
ness, is accustomed to think of itself as 
self-sufficient. Their illusion is not 
often so complete. They are reminded 
often enough that there are other cir- 
cles outside of and often hostile to their 
own. They are aware of these outside 
groups but not always fair to them. 
They resent sometimes—because com- 
ing from the outside—what are quite 
genuine efforts to promote causes in 
which they should be interested and 
in fact are interested when identified 
with labor. Labor looks to its own 
press, its dwn unions, its own leader- 
ship for light on labor questions. In 
this, labor resembles business, and per- 
haps some other organized interests, 
gay religion. But these closed charmed 
circles, whether religious or economic, 
are all equally inimical to normal 
human relations. Labor, like business, 
is entitled to its organs for creating, 
expressing and propagating its news. 
When trades councils speak they are 
speaking, and are fully conscious that 
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they are speaking, for only one side. 
Nevertheless, they will get a hearing in 
proportion as they are able to identify 
their interests with those of the com- 
. munity as a whole, and in order to do 
this they have need of broad and veri- 
fied knowledge, such as can come only 
from the coóperation of expert investi- 
gators, who may be at the same time 
absolutely loyal to the interests of 
labor, while also loyal to scientific 
method and the truth. 


Тнв CHURCHES 


The churches represent a different 
approach to industrial conflict. By 
hypothesis they are neither partisans 
nor, like the courts and police, indiffer- 
ent as between parties. They are 
against conflict and for codperation 
_ whenever conflicting interests can be 
reconciled or a basis found for coópera- 
tion. The finding of a basis and the 
reconciliation of conflicting interests 
may be their special task. They are 
for a way of life in which service rather 
than exploitation, good will rather than 
conflict, the truth which frees rather 
than the partial error which binds and 
blinds, are a matter of course. They 
are divided among themselves, but 
not on industrial questions, Against 
violence, injustice, oppression, hatred, 
every religion lifts its voice, every 
church protests. That they have a 
clear duty to assert their principles, 
their faith, in the midst of the local 
conflict is now scarcely dehied. Just 
as the courts and the peace officers 
have to uphold law, so the churches 
have to uphold good will. They must 
insist on righteousness as firmly #3 
the courts insist on law-abidingness, 
although the means by which they are 
respectively to be upheld are different. 
The courts pronounce verdicts en- 
forced by sheriffs. The churches pro- 
nounce judgments enforced by moral’ 
influence. Alas for the churches which 


find their influence gone because they 
have not exercised it, because they 
have frittered it away on issues which 
are trivial. 

The churches have their standards, 
by which the conduct of strikers and 
strike-breakers, employing corpora- 
tions and their stockholders, courts and 
police, army or constabulary, may be 
judged. The community has a right ° 
to look to the churches to hold high 
these standards and in time of confu- 
sion and uncertainty to apply them in 
no uncertain terms. The churches, 
like chambers of commerce and trade- 
unions, have need of expert assistance 
in securing the information on which 
righteous judgments may be based. 
The inquiry into the facts made for the 
churches differs in no respect from the 
inquiry to be made for any other body 
which needs the same facts. There is 
no such thing as a religious investiga- 
tion of industrial controversy; but 
there is such a thing as a religious reac- 
tion to the results of the investigation. 
There is a distinct part for the churches 
to play in the final determination of the 
relation between the community and 
industrial conflict. 


CITIZEN COMMITTEES 


Circumstances may be such as to 
justify and require the intervention 
of a special committee. The strikers 
may get out of hand and through a 
general strike imperil vital interests 
of society. The employers may seize’ 
virtual control of courts, constabulary, 
and organs of public opinion, and 
threaten even more obviously vital 
interests. There might be no indica- 
tion of power of recovery on the part of 
the recognized social institutions. In 
self defense, the community may have 
to rgorganize itself to afford the “first 
aid” required, as to an asphyxiated 
sufferer. More frequently, the com- 
mittee may be needed merely to enable 
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the people, harassed by conflicting evi- 
dence, to find out the truth. Such 
committees have now and then been 
of service as intermediaries at critical 
moments. Generally, however, an 
official mediator can better perform 
that service. The special committee 
is most useful in getting at the disputed 
facts, putting on record the results of 
its inquiries and interpreting its issues. 
Its members must expect to be criti- 
cized and even vilified. It is not a 
service for unduly sensitive souls. The 
outstanding instance of great service of 
this kind is not a purely local inquiry, 
but is one in which the interest was 
nation-wide, and the investigating 
body drawn also from the entire coun- 
try—the Commission of Inquiry of the 
Interchurch World Movement, which 
investigated the steel strike of 1919. 


* Tan Press 


The newspapers are the natural and 
universal points of contact between the 
local community and the parties to an 
industrial conflict. What the general 
public knows about the issues involved, 
it gets chiefly through the daily press— 
and chiefly through the headlines at 
that. In advance of a strike the public 
mind is prepared by the editors and 
reporters. While it is in progress, a 
few will see for themselves, but even 
the incidents of the struggle are known 
to most as the press reports them. 
When a settlement is made its terms 
are understood as the press records and 
interprets them. After it is over the 
sediment of resentment or satisfaction, 
as the case may be, is such as the news- 
papers have discovered and preserve., 
This is not true of every section of the 
community. Employers have their 
secret service whose information may 
remain on file for future use. The 
workers have their personal and pooled 
experiences, the memory of which re- 
mains. The churches in rare instances 
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may gradually accumulate the elements 
of a community conscience and mem- 
ory. The courts add to their prece- 
dents. All these elements enter, in 
some degree; but as a rule, except in so 
far as they are reflected in newspaper 
stories, headlines and comments, they 
affect only a few individuals or groups. 
The labor world itself is not so organ- 
ized that experiences of conflict, and 
the subsequent memory of them, 
become a common possession. The 
press is therefore the source, or at least 
the medium, from which the commu- 
nity learns about industrial conflicts, 
present, past and impending. 

It is difficult to make any general 
statement about the press in its rela- 
tion to industrial struggles to which ex- 
ception could not be taken, supported 
by illustrations. That employers have 
more reason on the whole than wage- 
earners to be satisfied with the news- 
papers could no doubt be proved. As 
in the case of the courts, they would 
probably attribute this not to any 
venality or partisanship of the owners 
or editors of the newspapers, but 
merely to what seems to them an obvi- 
ous fact—that strikers and dissatisfied 
workers generally are almost certain to 
be in the wrong, to be ignorant and 
stupid people under the influence of 
radical agitators. Naturally, there- 
fore, their acts cannot be presented 
otherwise than in an unfavorable, if not 
absurd, light, and naturally employers, 
coming from the better educated and 
intelligent classes of society, and know- 
ing their business in its larger aspects, 
are more likely to be worthy of the 
favorable showing which they receive. 
What labor leaders have to say in an 
acute conflict is of course news, and 
as such will be reported. There are 
limits beyond which no self-respecting 
newspaper will go in suppressing or 
ignoring the grievances of workers, 
once they have been clearly formulated 
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and established. Numerous instances 
could be cited of complete impartiality 
in presenting the two or more sides of 
particular controversies. The compe- 
tition of the labor press, and the 
large circulation of certain newspapers, 
which are as capitalistic as any but 
cater to working people for sales, have 
created a certain security against the 
stifling of real news merely because it is 
favorable to labor’s side of a contro- 
versy. This is not to say, however, 
that in particular communities the con- 
trary may not be true. The papers 
which circulate in the tenements may 
be influenced by personal or political 
considerations, which in a given case 
may lead them to betray the very 
causes which they are supposed to 
represent. Personal idiosyncrasies of 
publisher or editor may suddenly dis- 
tort the news as well as the editorial 
interpretation of it. In a particular 
city the whole level of the press, its 
standards of journalistic ethics, may 
be incredibly low. If so, the labor 
side of any serious conflict is apt to 
have a very raw deal. What is worse, 
the community is very likely to have 
misinformation and inadequate infor- 
mation. 

The real grievance of the community 
with the press is less that there is bias 
than that there is lack of enterprise. 
The newspapers do not see the op- 
portunities for legitimate journalistic 
effort which lie in exploring the dark 
continent of industrial anarchy. The 
wastes of industry which the engineer- 
ing societies have been calling attention 
to have long been crying aloud to 
Heaven for exposure and correction. 
The public would be interested in 
knowing from the newspapers, if they 
would take the trouble to find out, 
what is really wrong with the building 
and textile industries, the railroads, 
the mining of coal. There is no reason 
why the press should wait for strikes 
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and for Lockwood Committees. It is 
praiseworthy that they should report 
the strikes and the testimony extorted 
by Mr. Untermeyer, but the facts are 
there and would be news if brought out 
quite independently of such accidental 
or cataclysmic incidents. Crooked 
practices, whether involving so-called 
labor leaders or contractors or financial 
backers, can ordinarily be discovered 
more easily by newspapers than by 
grand juries or district attorneys. It 
should be regarded as a reflection on 
the press for the public to learn about 
them first from a legislative inquiry. 
І the Associated Press would send 
some of its best trained war corre- 
spondents into the coal, steel, railway, 
and textile territory, or even its cub 
reporters to the chambers of commerce 
to study the open shop movement, the 
community might get a service which 
is now lacking or very inadequately 
performed. 


Tux Эсноотз 


That the schools should have any 
relation to industrial conflict may seem 
preposterous, and that they should be 
included among the points of contact 
may even arouse resentment. A vet- 
eran wer correspondent has made an 
inquiry in Germany, France and Eng- 
land concerning the manner in which 
the causes, events and results of the 
World War are taught in the public 
schools of those countries. He finds 
that they are not taught at all. There 
is no agreement as to textbooks or as 
to what shall be taught; and therefore 
these children are growing up with little 

„ог no information about the history of 
-the past ten years, no impressions 
about the most important events in all 
recorded history, except what they 
get from their parents, at any rate, 
no instruction from those who are 
charged with the special task of teach- 
ing them. ‘This extraordinary gap in 
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the preparation of European children 
is matched by an almost equally 
serious and perhaps equally unavoid- 
able omission in our own schools. 
The World War presents little diffi- 
culty to our textbook writers and 
teachers; but the industrial conflict, 
the struggle for industrial democracy, 
we have not yet so much as begun to 
conceive as a suitable subject of instruc- 
tion. We allow our children to get 
their preparation for industrial life 
from their parents and playmates, just 
as the Europeans are allowing theirs 
to get their only preparation for 
national and international citizenship 
from the same sources. There are 
many things which might be done to 
fill this gap. Social economics can be 
taught non-controversially as well as 
civics. There are many aspects of 
industrial organization which do not 
arouse antagonisms, and these at least 
could be taught. The field of indus- 
trial conflict could be narrowed by 
presenting those subjects to which ex- 
ception is not likely to be taken. Not 
in the hour of conflict, but when it can 
be prevented by rational instruction in 
the principles of social economics, the 
schools may advantageously be brought 
more directly into relation with the 
general subject of industrial conflict, 
its causes, its manifestations, its reme- 
dies, its prevention. 


Private CITIZENS 


American experience richly illus- 
trates the important róle that individ- 
ual citizens may play in preventing, 
mitigating, adjusting, or unfortunately 
in precipitating and aggravating, indus- 
trial conflict. Obviously, therefore, 
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everything that can be done to increase 
the number of individuals in every 
occupation who have some under- 
standing of underlying industrial facts, 
and of the facts which influence social 
behavior, will have its bearing in the 
moment of crisis. Again the inference 
is clear that disinterested expert in- 
quiry and the dissemination of its 
results are the prime essentials. 


Ровілс Оргшом 


The community is more than its 
various elements separately analyzed. 
It is a living unit. Its public opinion 
is not the arithmetical sum of the 
contributions made by press, church, 
courts and other organs of public opin- 
ion. There is an intangible spiritual 
factor, a genius loci, struggling per- 
haps, as the ancients believed, against 
adverse or alien spirits for the well- 
being of the people. If the intangible 
public spirit of the community is really 
benignant, tolerant, socially generous, 
this will not be by accident. It will be 
the direct result of community think- 
ing, community studies, mutual correc- 
tion of various partial views, growth in 
the special virtues which distinguish 
а community from an unassimilated 
aggregation of human beings. If the 
community is to have a helpful relation 
to industrial conflict, it will be because 
its local government, courts, press, 
churches, civie bodies, trade unions, 
homes, and individual citizens are 
learning as they go along what conflict 
means, its origins and its costs, the 
means of control and prevention. Our 

facilities for getting such knowledge 
&re meager. 


The State and Industrial Conflict 


By Я. Jerr Глоск 
Formerly Secretary of the National War Labor Board 


T is essential that there should be 
definite and unprecedented action 
by the state in connection with indus- 
trial warfare. This action should not 
be prohibitive or coercive, but remedial 
and preventative. There should be no 
anti-strike legislation, but measures 
should be adopted under whicli strikes 
will not occur. 

'The state must lay down the condi- 
tions under which industry shall func- 
tion. At the present time, there are, in 
this country, no accepted principles for 
the guidance or regulation of industrial 
relations. The public, with the excep- 
tion of some fundamental guarantees, 
such as the right of a wage-earner to 
strike, to work for whom he pleases, and 
for an employer to enjoy property pro- 
tection and to employ whomsoever he 
pleases, has not established any course 
of procedure for the guidance of em- 
ployers and employees. Capital and 
labor have been left to themselves—to 
agree as to conditions and танда, ог 
to fight it out. 

Jt has been assumed that the two 
parties to the labor question could 
agree, or work out their own basis of 
procedure. This assumption, however, 
has been found to be unsound. There 
has been no agreement, but, oy the con- 
trary, moreextensive and bitter conflict. 
'The stage has now been reached where 
there is no hope of agreement. The 
public must intervene, and, by legisla- 


tive action, lay down the rights of labor, i 


the rights of capital, and the predomi- 
nant rights of the public, and establish 
the machinery for the interpretation 
and adjudication of these rights. A 
Magna Carta for industry must be 
written and sanctioned, in accordance 
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with our democratic standards and 
ideals. 


PRINCIPLES AND MACHINERY 

Principles are of primary significance. 
Machinery, or agencies for the settle- 
ment of industrial disputes, are of 
secondary importance. The difficulty 
has been that in state intervention in 
industrial conflict in the past, adjust- 
ment machinery has been considered 
all-important and no attention has been 
given to principles, or to an industrial 
code, or bill of rights for capital and 
labor. 

This tendency is well illustrated by 
the two most noteworthy agencies 
which have recently been created for 
the adjustment of labor controversies 
—the United States Railroad Labor 
Board and the Kansas Court of Indus- 
trial Relations. Neither the rights of 
capital nor labor, in submitting to those 
tribunals, are known. It all depends 
on the tribunal ог Из personnel. There 
should in each case be a code of prin- 
ciples mandatory upon each agency, 
setting forth the attitude of the public 
as to the fundamental rights and privi- 
leges of capital and labor, which either 
party to a controversy could invoke. 
When an employer or a wage-earner, 
under these conditions, was summoned 
before agencies such as the Kansas 
Court of Industrial Relations or the 
United States Railroad Labor Board, 
he would know what his rights were and 
could expect any controversy to be 
adjusted on the basis of these rights or 
principles. As it is now, since labor 
and capital have been unable to agree 
as to fundamental rights and principles, 
and since the public has failed to give 
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expression to any code, industrial con- 
flict inevitably results with great loss to 
the public and to the participants, and 
even when agencies are created for the 
orderly adjustment of disputes, no 
permanent progress towards industrial 
peace is made, because no lasting sanc- 
tion to any principle results. It is 
manifestly the duty of the public to 
sanction a bill of rights, in conformity 
with our democratic institutions and 
ideals, for the guidance of industrial 
relations and conditions, and for the 
direction of all public bodies charged 
with the responsibility of adjusting 
labor disputes. 


A NECESSARY SUPPLEMENT TO POLITI- 
CAL DEMOCRACY 


Tt has required more than a century 
for the principles and forms of political 
democracy, which received their great 
impetus from the French Revolution, 
to find acceptance among the nations of 
Northern and Western Europe. More 
striking than this slow development, 
however, is the fact that now, at the 
very culmination of the movement, it 
is generally accepted by enlightened 
opinion in all of our leading industrial 
and commercial nations, that the politi- 
cal democracy. for which we have so 
long fought and struggled, will be a 
failure unless it is supplemented by 
sound measures for the attainment of 
industrial democracy. 

This consensus of opinion may be 
perhaps more or less unconscious and 
uncrystallized at present, but it is none 
the less apparent. It concedes that as 
the result of a long struggle, equality 
in political activity and in personal and 
civil liberty has been secured. It 
realizes that the World War had for its 
object the des-ruction of autocraey and 
privilege in their last stand abkainst 
democratic political control. On the 
other hand, it is shown that, along with 
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the evolution of political democracy, 
has proceeded our wonderful industrial 
development. Its main characteristic 
has been the growth of large scale pro- 
duction. By the bringing together of 
all the elements entering into the manu- 
facture of finished products, and by the 
utilization of new inventions and me- 
chanical genius, economies have been 
secured which have made possible the 
production of commodities in great. 
quantities at low costs. The necessary 
direction of large scale production has 
been. secured, however, by the creation 
of artificial legal personages, or, in other 
words, by industrial corporations, in 
which have gradually become centered 
on a national or international scale, the 
control of basic industries employing 
thousands of men and women engaged 
in the production of commodities essen- 
tial to the public well-being. 

The point has now been reached, it is 
claimed, at which these industrial cor- 
porations must be subordinated to 
democratic, political institutions. Un- 
less we can have democracy in indus- 
try and democratic contro! of industry, 
our political institutions which have 
been developed with so much bloodshed 
and suffering will be futile and ineffec- 
tive. The significance of the present- 
day unrest and turmoil whether in 
industrial warfare or social agitation 
may therefore be said to arise from the 
fact that the close of the World War 
marks the beginning of a new concep- 
tion of démocracy. 


PoLnrcres WHICH ARE ADVOCATED 


e With the general purpose in mind of 
bringing our industrial institutions into 
harmonious relations with the funda- 
mental prineiples of political democ- 
racy, several comprehensive programs 
have been put forward. Some of these 
are extremely radical, others liberal 
and still others conservative. These 
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programs may be briefly classified as 
follows: 


1. Maintenance with Modifications of 
the Present Dominance of Capital in 
Industry — 

This point of view represents an ef- 
fort on the part of the existing order to 
get into touch with the new order by 
yielding only what may be termed the 
minimum concessions. It is illustrated 
by the plans for railway reorganization 
put forward in 1920 by the United 
States Chamber of Commerce. They 
included union recognition, joint boards 
composed equally of employers and 
employees for the adjustment of differ- 
ences between the working forces and 
the management, labor representation 
on the boards of directors of Regional 
Railway Corporations, and the regula- 
tion by the government of railway cor- 
poration finance and security issues. 
This plan may be described as public 
control of corporate activities in the 
public interest, joint labor and capital 
control of industrial conditions and re- 
lations under public supervision, and 
the continuance under these conditions 
of industry by capital with minority 
labor representation in the directing 
forces, This plan, however, concedes a 
very distinct modification of the previ- 
ous dominance of capital in industry as 
can be readily seen. 


2. The Dominance of Labor. — 


This plan received its extreme appli- 
cation, as is well known, in Russia. It 
is also being urged in a modified way in 
Great Britain in the form of guild 
socialism, as a method for socializing 
industry by which industries would be 
controlled by labor under the general 
supervision of the state as an arbitra- 
tor. The same reasons hold against it 
as are now directed against the domi- 
nance of capital on the ground that 
neither an autocracy of capital nor of 
labor is wise or desirable, 


3. Joint Conirol by Labor and Man- 
agement.—- 

'This scheme for socialization of in- 
dustry practically makes the state or 
government the capitalist by providing 
for government purchase of industrial 
enterprises which are then to be oper- 
ated for the benefit of labor, manage- 
ment and the publie, by distinct cor- 
porations, the directors of which are to 
be representative of employees, mana- 
gers and the publie, as in the case of 
the Plumb Plan for railway nationaliza- 
tion in this country, or operation by a 
joint board of directors composed of 
laborand management, asrecommended 
by the British railway employees after 
the War, or by the Miners' Federation 
of Great Britain before the Sankey 
Commission for the consideration of 


. measures for the nationalization of the 


coal industry. The criticism which is 
made against these proposals is that in 
actual practice there is no real distinc- 
tion between industrial managers and 
other forms of mental or physical Jabor 
employed in industry, and that these 
programs, therefore, practically advo- 
cate a socialization of industry and its 
operation by a labor autocracy. 


4. State or Municipal Ownership and 

Operation.— 

This proposal obviously provides for 
the acquisition and direct operation of 
industry by the state. It is advocated 
in connection with street railways and 
other public utilities in this country. 
As regards public utilities at least this 
policy is acknowledged to be theoreti- 
cally sound, but, practically, very diffi- 
cult in the United States because our 


° experience has shown that it so often 


leads to the improper use of political 

power upon the management of public 

utilities. 

5. The Predominance of the Public.— 
Proposals along these lines have been 

put forward in this country in connec- 
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tion with the socialization of public 
utilities. They provide for the acquisi- 
tion of corporation properties by the 
state or government, but their opera- 
tion by a distinct corporation on the 
board of directors of which the public 
would have a majority free from politi- 
cal influence or affiliations and both 
labor and capital would have minority 
representation. 


Тнв Овтапч or Tugsg CONSTRUCTIVE 
PROGRAMS 


These constructive programs have 
been brought about in this country in 
recent years by the strongly developed 
tendency of industry to dominate our 
democratic institutions. А conserva- 
tive movement towards reform was 
being inaugurated prior to the outbreak 
of the War. As the result of the promises 
of the war period, a most extraordinary 
impetus was given to this movement. 
The minds of men were also opened to 
the significance of the old industrial 
conditions and they have evidently 
determined that they shall not be per- 
petuated. Out of the War has come the 
idea, which is widely accepted, that 
industry must serve the common good. 
The fundamental rights of capital and 
labor, it is claimed, must be guaranteed 
and protected, but there must be no 
autocracy of either or both in industry. 
Industry, in other words, must be 
democratized—the public or popular 
interest must be made paramount. 


Tur Present MOVEMENT 


In general, it is aimed to bring about 
this ideal in two ways. In the first 
place, the general direction of industry 
must be made subordinate to the fun- 
damental principles and ideals of 
democracy. This is what may be 
termed the larger aspect of the tabor 
problem. It is planned to accomplish 
it by political action. In a conserva- 
tive way, it contemplates the proper 
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regulation of the promoting and financ- 
ing of industrial corporations so that 
their earnings may become evident and 
the public may enjoy an equitable par- 
ticipation in these earnings through 
lower prices of commodities or higher 
wages. It aims to abolish all monopoly 
privileges and special legislative favors, 
as well as arbitrary prices, and to pre- 
vent the conduct of industry along lines 
opposed to human welfare, such as the 
employment of women and children. 


Тнк ESTABLISHMENT OF AN lNDpUs- 
- TRIAL Вил, or Rients 


In the second place, it is evident that 
our political constitution will have to 
be supplemented by legislative action 
in establishing an industrial code, or a 
bill of industrial rights. This means 
the incorporation into our constitution 
of certain standards and guarantees to 
labor and capital, under which human 
and property rights will be protected, 
and the public interest subserved. This 
is the aspect of industrial democracy 
with which we are at present immedi- 
ately and practically concerned. We 
must now work out as a basis of proce- 
dure a series of principles which will set 
forth the fundamental rights and stand- 
ards of employees and employefs in 
their relations with each other and the 
publie, and agree upon agencies for the 
interpretation and administration of 
these principles so that industrial war- 
fare may be prevented and stability of 
productio maintained. 

Certain fundamental principles were 
agreed upon by employers and em- 
ployees and officially proclaimed as the 
&overnment policy by President Wilson 
during the War in the form of the con- 
stitution of the National War Labor 
Board. Since the armistice, however, 
the only effort which has been put 
forward in this connection has been the 
so-called Kenyon Bill for the regulation 
of Ше coal mining industry. The code 
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contained therein, although not com- 
prehensive, might well be used by 
Congress as the basis for a beginning 
and applied to all firms and corpora- 
tions engaged in interstate commerce. 
As an example of what might be done, 
it is set forth in part below, as follows: 
1. Human standards should be the con- 
straining influence in fixing the wages and 
working conditions of mine workers. 


2. Capital prudently and honestly invest-- 


ed in the coal industry should have an 
adequate return. 

3. The right of operators and miners to 
organize 1s recognized and affirmed. This 
right shall not be denied, abridged or inter- 
fered with in any manner whatsoever, nor 
shall coercive measures of any kind be used 
by employers or employees, or by their 
agents or representatives, to compel or to 
induce employers or employees to exercise 
or to refrain from exercising this right. 

4. The right of operators and of miners to 
bargain collectively through representatives 
of their own choosing is recognized and 
affirmed. 

5. The miners who are not members of a 
union have the right to work without being 
harassed by fellow workmen who may 
belong to unions. The men who belong toa 
union have the right to work without being 
harassed by operators. The organizations 
have a right to go into non-union fields and 
by péaceable methods try to persuade men 
to join the unions, but they have no right to 
try to induce employees to violate contracts 
which they have entered into with their 
employers, and the operators, on the other 
hand, have the right by peaceable means to 
try to persuade men to refrain from joming 
the unions. 

6. The right of every unskilled common 
laborer to earn a living wage sufficient to 
maintain a normal family in health and 
reasonable comfort, and to afford an oppon- 
tunity for savings against unemployment, 
old age, and other contingencies is hereby 
declared and affirmed. Above this basic 
wage for unskilled workers, differentials in 
rates of pay for other mime workers shall be 
established for skill, experience, hazards of 
employment and productive efficiency, 

7. The right of women to engage in indus- 


trial occupations is recognized and affirmed; 
their rates of pay shall be the same as those 
of male workers for the same or equivalent 
service performed; they shall be accorded 
all the rights and guarantees granted to 
male workers and the conditions of their 
employment shall surround them with 
every safeguard of their health and strength 
and guarantee them the full measure of pro- 
tection which is the debt of society to moth- 
ers and to potential mothers. 

8. Children under the age of sixteen 
years shall not be employed in the mines. 

9. Six days shall be the standard work 
week in the industry with one day’s rest 
in seven. The standard workday shall not 
exceed eight hours a day. 

10. Punitive overtime shall be paid for 
hours worked each day in excess of the 
standard workday. 


Tue Existine Sirvation 

The rights and privileges of capital 
have long been established and recog- 
nized. In their relation to democratic 
institutions they have, during recent 
years, been modified, and, although 
fundamentally they must be conserved 
in a just and reasonable way, they must 
be further abridged and subordinated 
to sound democratic ideals. 

The rights of labor have not as yet 
become crystallized and formally sanc- 
tioned except in a very elementary way. 
They consist, at present, largely of cus- 
toms and precedents established in cer- 
tain basic industries, of standards sanc- 
tioned by enlightened public opinion, 
and of pronouncements by publicists, 
arbitration boards, political parties, the 
churches, and various industrial and 
social conferences and organizations. 

So far as industrial relations and 
conditions are concerned, industry is 
without a constitution or a bill of rights. 
To a certain extent it has adjustment 
boards or courts, either temporary or 
pernfanent, but there are no rights 
which an employer or employee can in- 
voke when he submits to judicial proc- 
ess, and there are no definite principles 
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establishedfor the guidance of the mem- 
bers of the adjustment agencies them- 
selves, _. 

The public interest is paramount. 
Enlightened public opinion is practi- 
cally unanimous as to what principles 
should be established for the guidance 
of industrial relations and conditions, 
Our experience since the War has 
demonstrated that labor and capital 
cannot be expected to agree upon an 
industrial code, and, even were this 
possible, the broader public interest 


would not probably receive proper con- 
sideration. The conclusion is therefore 
irresistible that it would be the part of 
genuine democratic and industrial 
statesmanship to establish at once, by 
legislative action, an industrial code 
and the machinery for its interpreta- 
tion and application. Only by this 
method can industrial conflict be mini- 
mized and a real movement towards 
the attainment of a sound and perma- 
nent political and industrial democracy 
inaugurated. 


The Trade Agreement Between Employers 
and Employees 


By Joan P. Frey 
Editor, International Molders’ Journal 


RE agreements covering the terms 
of employment and conditions of 
labor which are entered into between 
employers and organized workmen, 
advantageous to the public, to the em- 
ployer and to the wage-earner? An 
adequate reply to these questions 
would be advantageous to all, because 
the public at times fears that trade 
agreements of the character under con- 
sideration may result in an imposition 
of unjust prices. Some employers be- 
lieve that their business could not be 
successfully conducted if such agree- 
ments were in existence, and there are 
wage-earners, who, having listened to 
the arguments of some schools of eco- 
nomic, social and industrial theory, 
believe that such agreements are dis- 
advantageous to them, because, cover- 
ing definite periods of time as they do, 
they prevent the workers from taking 
advantage of the fluctuations of supply 
and demand. 

While joint conferences between em- 
ployers and organized workmen, and 
the trade agreements which result, 
have been studied to some extent, the 
understanding and viewpoint of the 
large number towards the subject sup- 
plies quite convincing evidence thet the 
subject is not thoroughly understood. 
This is partly due to the fact that a large 
number have been unable to grasp the 
simple truth that these conferences and 
agreements are nothing more nor less 
than the gradual application in indus- 
try of those same principles and 
methods of democracy which we all 
have adopted as citizens for regulating 
our civil relationships. 


We regulate our relations interna- 
tionally through treaties, which not 
only determine the obligations and the 
rules which the nations accept as the 
basis for their friendly relationship, but 
in addition, the rights and privileges of 
their respective citizens when coming 
into contact with each other. It is 
quite proper for us to ask whether the 
application and the operation of the 
principles and practices of democracy 
as we understand them in America, are 
more advantageous to the people than 
some more autocratic form of govern- 
ment. 

We are compelled to recognize that 
our democratic institutions have so 
far failed to establish perfection; that 
the laws enacted are not always wise or 
advantageous to the public. The ad- 
ministration of the law is sometimes 
unsatisfactory, but do these facts 
weaken our faith in democracy or 
prompt us to seek some more auto- 
cratic form of legislation and adminis- 
tration? 

In considering the question of trade 
agreements it must be borne in mind 
that the conditions which made trade 
agreements a possibility scarcely ex- 
isted in America until after the Civil 
War. Previously our industries had 
been carried on upon a small scale. 

* Production was in the hands of individ- 
uals instead of stock companies or 
corporations. The employer was per- 
sonally acquainted with all of his em- 
ployees The majority of them were 
residents of the same community as the 
employer. Their ancestors lay buried 
in the same church yards, and though 
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industrial injustice existed during this 
period as it has since, the conditions 
which favored the development of 
trade agreements did not exist as they 
do at the present time. 

There is one fact connected with our 
industries over which there is no dif- 
ference of opinion. That industrial 
problems created through the relation- 
ship existing between employer and 
employee cause serious conflicts at 
times is, unfortunately, a fact. The 
problem is not confined to our country 
or to the western hemisphere, but 
exists throughout the civilized world. 
Since the War, the world has witnessed 
a revolution in Russia which is the out- 
come of the effort to apply new theories 
to the relationship of men to each other 
and to their government; an effort due 
as much to the industrial as to any 
other problem which had arisen in that 
country. Realizing the seriousness of 
the problem, and understanding some 
of its most prominent implications, 
various types of men with different solu- 
tions, have endeavored to supply a 
method by which the problem could be 
solved. We have witnessed the results 
of the method which was applied in 
Russia. In Australia and New Zealand 
the governments established compul- 
sory arbitration through parliamentary 
decree, but, instead of solving the prob- 
lem, it was only rendered more difficult 
of adjustment. In our own country, 
Kansas has made striking a crime, and, 
through vagrancy laws has made labor 
compulsory, and yet strikes involving 
more workmen than ever before have 
occurred since the industrial court law 
was enacted by that state. 


Tarxina Ir Ост 


When men were struggling to secure 
their liberties in Europe they tried 
two methods, “talking it out" and 
“fighting it out.” As free speech was 
restricted and as there was no free 
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public press, most of the major prob- 
lems of the people were solved by the 
latter method. The result of these con- 
flicts was never as satisfactory as though 
the people had been able to confer 
through representatives and work out 
the solution of their problems through 
evolutionary methods. Taken from 
one angle there is & basic similarity 
between the efforts which men have 
made to establish their religious, their 
political, and their industrial liberty. 
No one today questions the individual's 
right to religious or political liberty and 
equality of rights, but, unfortunately, 
this same recognition is not extended 
to the relationship of employer and 
employee. So that in industry the 
period of "fighting it out" has not yet 
developed to that stage where all men 
recognize not only the advantage but 
the justice of talking it over, and “talk- 
ing it out.” 

When trade agreements were first 
entered into it was because many had 
become wearied of endeavoring to 
“fight it out.” Some had recognized 
the futility of that method, because 
wherever an industrial problem was 
decided by the gage of battle, the vic- 
tors, with the smart of the conflict still 
stinging, and the elation of victory still 
influencing them, proved unable to deal 
wisely or justly with the vanquished. 
The spirit of retaliation invariably man- 
ifested itself. Strikes proved costly. 
Employers suffered heavy financial 
losses, and instead of devoting their 
energies to the upbuilding of their busi- 
ness they were compelled to apply all 
of their energies in an effort to defeat the 
strikers. Defeated strikers frequently 
lost their.homes, and became wanderers 
from state to state. The loss of a strike 
was also frequently followed by the 
loss of a local union, to say nothing of 
the severe suffering caused to the 
strikers’ wives and children. The win- 
nifig of & strike too often left the em- 
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ployer sullen and vindictive, biding his 
time to retaliate. Where the employer 
combined with other employers so that 
their organized strength would be 
greater than that of the workers, the 
only result, in the passage of time, was 
more costly conflicts and larger num- 
bers of men involved. 

The governmental and legislative 
efforts which were made to solve the 
larger problems and adjust the smaller 
ones failed in their purpose; failed as 
completely as the spirit and the prin- 
ciples of Christianity failed to prevent 
the recent frightful war. So far, the 
only method which has ténded greatly 
to reduce industrial conflicts, mini- 
mize strife, create a better understand- 
ing and indicate the methods by which 
problems of relationship between em- 
ployer and employee can be solved, 
has been the method of joint conference 
and joint agreement. That this method 
if generally applied would solve the 
industrial problem would be expecting 
too much, because the problem is a 
changing one, due to the fact that our 
industries are undergoing rapid changes, 
and will undergo such changes for years 
to come. To expect that such agree- 
ments would wholly eliminate strife in 
the industrial world is to anticipate the 
humanly impossible, but treaties be- 
tween nations, when based upon mutual 
justice, unquestionably limit wars and 
the preparation for wars. 

The conferences between employers 
and organized employees, nd the 
resultant agreements which may be 
compared to treaties, provide the me- 
dium through which many of their 
problems are adjusted, апі what is 
fully as important, teach those who 
participate in them that it is possible 
to work out a solution of their problems 
without recourse to arbitrary force. If 
these joint conferences accomplished 
nothing more than the meeting and the 
exchange of viewpoint, they would Be 
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of much value, because, as modern 
industry is conducted, it is a physical 
impossibility for the employer, the 
president, the general manager, the 
board of directors, and the stockholders 
to become personally acquainted with 
the employees; to know what is passing 
through their minds, or to understand 
their problems. 

Equally true is the fact that the 
employees, having lost personal con- 
tact with their employer, have little if 
any understanding of his problems. 
But where through conferences the rep- 
resentatives of employers and employ- 
ees gather around the conference table 
they not only become acquainted with 
each other, and discover for themselves 
that human nature, whether at the 
work bench or in the counting room, is 
very much the same, but they learn 
also the important truth that the 
majority of men desire to deal justly 
with their fellowmen. The feelings of 
doubt and even suspicion which existed 
are gradually eliminated, and in their 
place a degree of mutual confidence 
develops. 


AN ExAMPLE 


These facts are well illustrated by 
the relationship which has existed 
between the Stove Founders’ National 
Defence Association and the Interha- 
tional Molders’ Union for the past 
thirty-one years. In time passed the 
stove foundrymen and the molders 
looked upon each other as natural 
enemies against whom it was necessary 
to be on continual guard. For years the 
industry was in a turmoil because of 

«continual conflict. When trade condi- 
tions favored the molders, their de- 
mands upon the foundrymen were often 
as unreasonable as those which the 
foundrymen made upon their molders 
when trade was dull, molders were idle, 
and landlords, butchers and grocers 
were clamoring for the payment of their 
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bills. As a result of these conflicts 
some foundrymen lost a lifetime’s busi- 
ness, and the sheriff’s flag was hung 
from the door. Local unions were 
swept out of existence, and active mem- 
bers of the union blacklisted so effec- 
tively that they were compelled to seek 
employment outside of their trade. As 
the years passed each side organized 
and prepared for still more extended 
conflicts, each governed by the convic- 
tion that the only solution to their 
problem was to “fight it out.” At last 
wiser men assumed the helm, and even- 
tually in 1891 an agreement was entered 
into between the two associations. 
Many foundrymen and many molders 
were unfriendly to the idea, because 
each side had been taught and trained 
to view the other as an opponent. As 
time passed, it was found that through 
annual conferences and their resulting 
agreements, mutually advantageous 
changes could be established. Con- 
fidence replaced the suspicion which 
had previously existed, and finally it 
was found possible to agree jointly, not 
only upon the wage rate and the hours 
of labor, but upon the shop rules and 
regulations as well. 

During the thirty-one years in which 
these conferences and agreements have 
existed great changes have taken place 
in the industry. The machine came in 
which, to some extent, displaced the 
highly skilled hand labor previously 
required. Yet every major as well as 


every minor problem which has arisen- 


in the industry has been adjusted with- 
out the loss of time or the animosity 
created through strikes or lockouts. 
What is true of this industry is true 
of many others. The reason for 
their success is that employer and 
employee applied the same methods 
and principles in the regulation of 
their relationship that they had previ- 
ously applied to their civil relationship 
as citizens. 


SxLr-DETERMINATION IN INDUSTRY 


Governmental assistance may be 
invaluable at times in helping to solve 
the human side of industrial problems, 
but, no matter how well intentioned a 
government, it cannot do for industry 
what those in industry ean do for 
themselves. For many years molders 
endeavored to secure legislation estab- 
lishing proper sanitary and safety con- 
ditions in foundries. Their experience 
was similar to that of other workmen 
seeking similar legislation. Some 
friendly legislator introduced a bill. It 
was referred to a committee. Commit- 
tee hearings followed. At one side of 
the committee room would be a number 
of prominent foundrymen flanked by 
their attorneys; on the other, represent- 
atives of the union. The committee 
composed mostly of lawyers and farmers 
listened more or less disinterestedly to 
what was being. said, and perhaps 
enjoyed the glances and occasional 
sarcasm between the opposing parties, 
but no practical results were achieved. 
With the creation of industrial com- 
missions in some of the states there 
came a marked change. The commis- 
sion would ask the Foundrymen’s 
Association to suggest the names of a 
number of their most competent repre- 
sentatives. The same procedure was 
followed with the molders. The com- 
mission selected a small committee 
from each side, and requested them to 
undertake the formulation of a Foundry 
Code. They were asked to legislate for 
themselves, the reason being that they 
knew more about the foundry industry 
than outsiders could know. Public 
hearings would be held in different 
foundry centers in the state, and as the 
members of the committee became 
better acquainted with each other they 
discovered that both sides were desirous 
of seeing justice done. Eventually 
foundry codes were agreed upon and 
endorsed, after careful examination, 
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by the State Industrial Commission. 
‘These codes then became as much a 
part of the law of the state as the 
statutes enacted by the legislature. 
This method of creating a foundry code 
has been duplicated in a number of 
states, not only for the foundry indus- 
try, but for a number of other industries 
аз well, thereby proving that the repre- 
sentatives of employers and employees 
can get together and legislate for them- 
selves more successfully, wisely and 
justly than can a state legislature. 

This fact holds equally true in the 
adjustment of the relationship which 
exists between employer and employee. 
The principle involved is thé same as 
that upon which the institutions of our 
country have been founded. The 
methods are very similar; in fact, in the 
agreement between theStove Founders’ 
National Defense Association and the 
International Molders’ Union of North 
America, the legislative, administrative, 
and judicial features have become well 
developed. 

The psychology is equally sound. If 
the employer feels that his position is 
so secure that he can compel his em- 


ployees to accept any terms which are 


‚ satisfactory to him, or if he believes 


that he can secure legislation which 
will enable him to carry out his desires, 
he will not be so open-minded in the 
recognition of the right of his employees 
to a voice in'the determination of terms 
of employment and conditions of labor. 
If the wage-earners, on the other hand, 
believed that they were so intrenched 
in their position as to be able to compel 
employers to grant anything they de- 
sired, or that their political power was 
such that they could secure the enact- 
ment of any legislative measure which 
they favored, it would be a difficult, if 
not an impossible thing, for private 
industry to endure. 

In either case “fighting it out" 
would be the only method which would 
be left to one side or the other, and 
“fighting it out" would not solve any 
of the problems. Democracy in the 
industrial relationship of employer and 
employee is as essential as democracy 
in their relationship as citizens. The 
joint conference is the only method so 
far evolved which permits this most 
necessary form of democracy to operate. 


Collective Agreements in the Men’s Clothing Industry 


Ву W. E. Нотснкізз 
Director, National Industrial Federation of Clothing Manufacturers 


EGARD to the industrial setting 

of the clothing industry and its 
history will help in understanding 
what has happened to the industry 
in the field of industrial relations. In 
the year 1910, one of the outbursts 
that had been more or less common in 
one part or another of the industry, 
developed in Chicago. It proved to 
be much more extensive and persistent 
than previous outbursts had been. 
Some of the workers were represented 
by the United Garment Workers and 
the Chicago Federation of Labor; and 
the Women’s Trade Union League 
took an active part in the controversy. 
At the close of the struggle, Hart 
Schaffner & Marx, the largest house in 
the industry, decided to recognize the 
principle of representation and group 
action among their workers, and ac- 
cordingly laid out their policy to deal 
with employees collectively through 
their chosen representatives. The evo- 
lution of trade agreements in that 
house and in the clothing industry 
since that time has paralleled the de- 
velopment of organization among the 
workers. 

In connection with the arrange- 
ment at Hart Schaffner & Marx, Mr. 
Sidney Hillman came to the front as 
a leader of the workers. Finding the 
United Garment Workers an unsatis- 
factory instrument for their activities, 
Mr. Hillman and his followers through- 
out the industry revolted from the 
organization in 1914 and ultimately 
carried a large percentage of*men’s 
clothing workers with them.’ This 
was the beginning of the Amalgamated 
Clothing Workers of America, which 


has since expanded and come to have 
working relations with the bulk of 
men’s clothing manufacturers in the 
United States and Canada. 

The fact that relations between 
employer and employee developed as 
they did at Hart Schaffner & Marx, 
and that these developments came to 
have such a large significance through- 
out the clothing industry, is doubtless 
due in large measure to the personality 
of a number of individuals who were 
closely associated with the arrange- 
ment entered into. The personality 
of Mr. Joseph Schaffner, the head of 
the firm, the personality of Mr. Hill- 
man, the personality of Dr. Earl Dean 
Howard, the man selected to represent 
the house and to codperate with Mr. 
Hillman in reaching adjustment, and 
above all thé personality of Mr. John 
E. Williams, first chairman of the 
Board of Arbitration, all contributed 
largely to the success achieved. The 
developments at Hart Schaffner & 
Marx from 1910 to 1919 proceeded 
from efforts to solve problems as they 
arose. Without the happy combina- 
tion of personalities, it is doubtful 
whether the solutions reached would 
have brought the experiment to a 
point from which its extension to other 
portions of the industry would have 
been entertained. 

During the period ending in 1919, 
the balance of the Chicago clothing 
industry was strongly antagonistic 
to the arrangement operating in Hart 
Schaffner & Marx. For a consider- 
able portion of that time there were 
either intermittent strikes in a large 
patt of the industry or “strikes in 
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detail” which went far towards paralyz- 
ing production in individual houses. 
In the meantime, the organization of 
the workers in those houses had pro- 
ceeded to such an extent that the 
Amalgamated Clothing Workers prac- 
tically controlled the labor situation. 
The Chieago manufacturers in 1919 
had come to feel that they had lost a 
battle, and it was largely in that spirit 
that they entered into an agreement 
with the union. 

Henry Sonneborn & Company of 
Baltimore was the first large house 
after Hart Schaffner & Marx td enter 
into an agreement with the union. 
Strouse & Brothers, now out of busi- 
ness, later followed the Sonneborn 
lead. One fair-sized house with head- 
quarters in Baltimore, manufacturing 
part of its product in Baltimore and 
part in outlying towns, has continued 
to operate non-union shops. Some 
of the smaller houses in Baltimore have 
fluctuated between Amalgamated and 
non-Amalgamated operation. A 
number of houses have operated with 
United Garment Workérs’ cutters; 
at least, one plant has had United 
Garment Workers’ cutters with part 
of its shops United Garment Workers 
and part Amalgamated. Conditions 
in those Baltimore houses that were 
dealing with the Amalgamated prior 
to 1919 were quite unlike the condi- 
tions at Hart Schaffner & Marx, and 
there was little similarity between the 
operation of agreements in the two 
centers. 

In Rochester the situation was de- 
veloped quite differently from that in 
Chicago. There was danger of a con- 
flict in 1919, but agreement was vol- 
untarily entered into at that time, not 
only in the hope of avoiding conflict, 
but with the promise that stability 
and good will might be secured, and 
still leave with the employers a lar 
measure of the freedom they sree 
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enjoyed. Mr. Samuel Weill, president 
of The Stein-Bloch Company, ‘was 
largely instrumental in guiding the 
policy of the market in this direction. 
One fair-sized house im - Rochester 
stood aloof from this movement and 
entered into a vigorous conflict with 
the Amalgamated. Some of the legal 
phases of this conflict are still pending. 

With the exception of a few shops 
operating in the outlying districts, 
substantially all of the product of the 
New York market was being made by 
Amalgamated workers in 1919. One 
of the recurrent conflicts that charac- 
terizes that market had just come to a 
close at the time the Rochester and 
Chicago markets were entering into 
agreement with the Amalgamated. 
An effort was made to bring all the 
different types of manufacturers into 
a single organization authorized to 
speak for the market. А general 
wage adjustment was put in force and 
provision was made for the creation of 
impartial machinery roughly along the 
Hart Schaffner & Marx lines. The 
conditions in the market, however, as 
above described, were not conducive 
to law and order during the period of 
expansion any more than they have 
proved to be during the subsequent 
period of depression. Neither the 
manufacturers’ association nor the 
union was strong enough to prevent 
direct action on the part of individuals 
and groups. 

By the time the post-war expansion 
of business had reached its crest in 
1919, agreements or other working 
arrangements with the Amalgamated 
Clothing Workers of America were 
operating throughout the industry,. 
with the exception of a few houses in 
Rochester, Baltimore, Philadelphia, 
Cleveldnd, Cincinnati, and perhaps 
one or two other places, whose aggre- 
gate product represented but & small 
percentage of the total output of men's 


` non-union 


AGREEMENTS IN THE Men’s Стотнтча INDUSTRY 


clothing. Some of these non-Amal- 
gamated houses were in agreement 
with the remnants of the United Gar- 
ment Workers; some were using United 
Garment cutters and operating scat- 
tered non-union shops; some were 
throughout. Beginning 
with 1919, however, union conditions 
in the clothing industry meant sub- 
stantially conditions resulting from 
agreements or understandings with 
the Amalgamated Clothing Workers 
of America. While the United Gar- 
ment Workers are still represented in 
the industry, they have little influence 
in determining conditions. 

Nothing of particular significance 
in connection with the study of law 
and order in the clothing industry 
has occurred in the smaller markets. 
The occurrences in the New York 
market during the years 1919-20, end- 
ing with open conflict lasting for 
several months after December, 1920, 
went to prove that the New York mar- 
ket is a law unto itself and cannot, 
as the industry there is at present 
constituted, be expected to work out 
its industrial relations problem on 
Imes parallel to those followed in mar- 
kets in which large and responsible 
business units predominate. The 
study of clothing agreements, there- 
fore, refers substantially to agree- 
ments in ‘Chicago, Rochester and 
Baltimore. 

Agreements more or less similar in 
form have now been in force in the 
most important houses of these mar- 
kets for a minimum period of three 
years. In large measure the more 
recent. of these agreements were di- 
rectly or indirectly the result of power 
that came to the workers during the 
war and post-war expansion in busi- 
ness. The industry has now cafried 
the agreements to the end of the period 
of expansion and through an acute 
slump followed by prolonged depres- 
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sion. In the midst of this depression 
the agreements have just been re- 
newed in the three most stable markets 
for & further period of three years, 
terminable, however, except in three 
houses, after one year in case of dis- 
agreement on wages. There is at this 
moment no likelihood that conditions 
will arise which will result in termi- 
nating the agreements before their 
expiration in 1925. 

'The renewal of trade agreements 
after a period in which they have been 
more or Jess constantly subjected to 
great stfain through fluctuations in 
business, does not mean that the more 
stable portion of the men’s clothing 
industry finds these agreements com- 
pletely satisfactory. They do, how- 
ever, constitute a more promising 
policy than anything else in sight. . 
The fact that they have proceeded 
from such a variety of circumstances 
and that a tolerable measure of peace 
has been maintained under varied 
conditions, indicates that principles 
are involved which go deeper than the 
mere chance handling of particular 
situations. 


INDUSTRIAL GOVERNMENT 


All agreements in the men’s clothing 
industry conform to what is commonly 
designated as collective bargaining, 
but they go further than mere bar- 
gaining. The workers have estab- 
lished for themselves the organization 
they wish fo have represent them, and 
the employers on their part accept 
that organization and deal with it. 
The Amalgamated Clothing Workers 
ig an industrial as distinguished from 
a craft union. From the standpoint 
oi most of the employers this form of 
organization is preferable to the craft 
form. Indeed, the greatest difficul- 
ties under our agreements have arisen 
out of the fact that some of the groups 
within the union have been dominated 
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by the ideas of craft organization and 
have tried to operate along craft lines, 
sometimes in defiance of the general 
body of the union. .The ability to 
deal with the whole body of the work- 
ers through one organization, notwith- 
standing the centralized power which 
such an organization implies, has, from 
the standpoint of management, de- 
cided advantages over a less central- 
ized organization. 

Collective bargaining may mean 
much or little according to the prac- 
tice in the plant or industry in which it 
occurs. In the clothing induSstry the 
bargaining which results in a trade 
agreement is not alone significant be- 
. cause it fixes wages and working con- 
ditions for a period of time; its chief 
significance lies in determining the 
principles and the procedure under 
which problems that arise from day to 
day shall be adjusted. 

Possibly .the term collective repre- 
sentation would be more accurate 
than collective bargaining, in describ- 
ing the situation in this industry. At 
any rate, representation is one of the 
first considerations in making the 
agreement work. The union is rep- 
resented in the first instance by the 
shop chairman and secondly, by the 
union deputy. The shop chairman, 
as the term implies, is a worker elected 
to represent the workers and the union 
in the shop. The deputy is a union 
official not employed in the shop, who 
is called in when the shop chfirman and 
the management cannot adjust their 
differences. The deputy has appro- 
priate access to subject matter involved 
in a dispute and may enter the shop 
accompanied by а representative of 
Management. The agreement, puts 
on him the obligation to transact his 
business in the shop at appropriate 
times and in such a way as not to 
undermine discipline. 

Employers likewise act habitually 


through designated representatives. 
In respect to minor adjustments the 
foreman or superintendent functions.’ 
Questions which, because of their 
scope or failure of adjustment in the 
shop, go beyond thé foreman, are 
handled for the most part by a labor ' 
manager. The smaller houses com- 
bine in employing a joint labor man- 
ager. Employers are themselves or- 
ganized into some form of association 
or federation with a committee to speak 
for all the employers of the market in 
matters of concern to more than an 
individual house. In some cases the 
association of manufacturers functions 
from day to day through a paid execu- 
tive called a director or market labor 
manager. Finally, the three markets, 
Chicago, Rochester and Baltimore, 
are represented by the National In- 
dustrial Federation of Clothing Manu- 
facturers, which functions through an 
executive director. In other words, 
our arrangement involves collective 
action on both sides through author- 
ized representatives. Also, the rep- 
resentatives of the parties mutually , 
recognize each other as authorized to 
deal collectively for their respective 
principals. 

Along with collective action and 
representation, we have embodied in 
all of our agreements the principle of 
continuous arbitration. By continu- 
ous arbitration is meant acceptance 
of the fact that questions are going to 
arise upon which we cannot agree. 
We agree, however, once for all, to 
accept during the period of the agree- 
ment the decision of an impartial 
arbitrator upon concrete questions 
arising under the agreement upon 
which, as interested parties, we are 
unable to agree. Failure to agree 
under this arrangement, instead of 
creating a crisis, merely creates a case 
before the Trade Board, and Trade 
Board cases are all in a day’s work for 
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both sides. With the recognition of 
collective action, representation and 
arbitration, there is no occasion for 
interruption of business. Agreements, 
therefore, contain emphatic prohibi- 
tion of stoppages in production, and 
provide for the discipline of partici- 
pants and instigators. 

The arrangement here briefly 
sketched has frequently been referred 
to as industrial government. This 
term is sufficiently descriptive, pro- 
vided its implications are not over- 
drawn. Both sides are trying to 
maintain law and order in the cloth- 
ing industry, and have established 
certain institutions for accomplishing 
this result. They are also building 
up certain precedents and practices 
which probably tend on the whole to 
simplify the solution of future prob- 
lems. 

IupusTRIAL Law 
There has been much public dis- 


cussion of clothing agreements pro- 
ceeding from the assumption that we 


are developing a system of industrial: 


law. І have myself several times pub- 
licly expressed this thought. Further 
experience, however, and more mature 
reflection, have made me very doubt- 
ful whether the results of our practice 
during the past three years should be 
considered as the beginnings of a 
body of. constitutional law for the 
clothing industry. It is significant 
that in the recent negotiations for 


‘renewal of agreements, both sides 


were in complete accord in trying to 
discourage the solution of problems on 
the basis of precedent. There was a 
strong feeling that we were in danger 


little law, &nd showing & tendency to 
become legalistic and —techifical. 
Wherever possible, the agreement is 
expressed in terms ‘calculated to dis- 
courage this tendency, and the prin- 
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cipal representatives of the two sides 
&re undertaking to emphasize among 
their associates the necessity of solv- 
ing problems as they arise instead of 
conducting litigation dominated by 
past precedents or the fear of creating 
new ones. 

Running an industry is an intensely 
human problem. The approach to 
difficulties must be both human and 
pragmatic, and unless this viewpoint 
is kept to the front there is grave 
danger of building up a body of law 
that may possess all virtue on paper, 
but wil lack the virtue of actually 
solving problems. In our effort to 
give the new agreement a setting that 
will help to forestall this danger, we 
have tried to formulate it in a way to 
put larger responsibilities on the rep- 
resentatives of the parties, and have 
gone so far as to embody a clause in 


the agreement mildly restricting the 


scope of arbitration. Moreover, both 
sides are pledged to a sincere effort to 
meet the views of the other and to rely 
less on the arbitrators than has been 
done in the past, as well as to get away 
from a too insistent invoking of prece- 
dents аз determining factors in settling 
concrete disputes. 

To understand the significance of 
what is being attempted in the cloth- 
ing industry, the activities must be 
studied in their own setting. Little 
value can attach to a comparison of 
developments in clothing, farm imple- 
ments, mercantile establishments and 
electrical or other industries, with the 
thought of rating into grades of excel- 
lence the various efforts to deal con- 


,Structively with industrial relations. 
of getting too much instead of too — 


There are, of course, certain prereq- 
uisites of human contact common to 
all well thought out plans for bringing 
the factors of production into closer 
and тоге effective working relation- 
ships. 
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Manvuracturers’ ORGANIZATION 


Clothing agreements, and the suc- 
cesses and faults of their operation, 
are mostly the outcome of clothing 
experience. Some industries and 


` plants are trying to deal with indus- 


trial relations along constructive lines 
before there is an organization of 
workers strong enough to enforce 
official relations with the union. 
Such voluntary efforts, when they 
proceed from a sincere purpose to 
apply statesmanship to the relation 
of employer and employee, fepresent 
management at its best and should 
be commended. The clothing manu- 
facturer did not see the handwriting 
on his neighbor's wall but on his own. 

It was not a union operating in some 
adjacent industry that brought indus- 
trial relations in the clothing industry 
within the scope of a business problem 
that had to be met. 

. The more advanced manufacturers 
congratulated themselves that in mov- 
ing from the contract shop to their 
model factories they were rescuing 
the industry from reproach and put- 
ting it in a way of wholesome develop- 
ment. 
to be no particular occasion to reflect. 
Employers less well circumstanced 
probably did not reflect at all. 'The 
day to day situations they confronted 
absorbed whatever energy and mental 
equipment they had to give. 

This was the medium irf which, in 


. 1910, representatives of organized 


workers injected themselves and de- 
manded what such representatives 
usually demand. The largest house 
in the industry, searching for a right 
and wise approach, decided to commit 
itself unreservedly to ~codperation. 
Other large houses, impressed with 
the dangers of possiblé union domina- 
tion, decided with equal earnestness 
and with good conscience upon a 


Beyond that there appeared — 
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policy of resistance. After ten years 
the policy of resistance gave way, and 
for three years codperation is being 
tried in the industry as it was pre- 
viously tried on a house basis. Prob- 
ably most of the thoughtful employ- 
ers who thus changed their policy still 
regret the occasion for the change, 
but they are not wasting their time 
bewailing the fact that limitations 
are being placed on the authority 
they formerly exercised. 

In 1919, the employers promptly 
organized in a way calculated to pro- 
mote wise counsel. Recognizing that 
the extension of one union over the 
whole industry gave a nation-wide 
aspect to many of the problems, the 


‘National Industrial Federation of 


Clothing Manufacturers was founded. 
It was the intention that the Federa- 
tion should have its headquarters in 
Chicago and operate for the Chicago, 
New York, Rochester, Baltimore and 
Boston markets, and it was thought 
that other markets might secure its 
services through affiliation with one 
of the principal markets. The Boston 
market, however, never qualified for 
membership, and since the articles 
under which the Federation was con- 
stituted limit its functions to operating 
agreements with the Amalgamated, 
the New York market automatically 
dropped out in December, 1920, when 
it broke with thé union. 

Possibly not less significant than 
the actual operation of agreements in 
respect to concrete local situations is 
the fact that different houses in the 
several markets representing a great 
variety of conditions and viewpoints, 
and the markets themselves, have 
been able to organize effectively for a 
peaceful purpose and to maintain 
that, purpose through fluctuations in 
economic conditions well calculated 
to stir up the laterft militancy inherent 
in all complex industrial situations. 


* 
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Doubtless some of our experience, 
both in maintaining our employers’ 


organizations and in.trying, at the 


same time, to deal vigorously and con- 
structively with the organization of 
workers, has value for other industries. 
'The chief lesson, however, to be learned 


from the operation of clothing agree- 


ments during the last three years is 
the lesson of dealing with a situation 
as it exists rather than bemoaning 
the fact that it is not a different situa- 
tion, or attempting to deal with it in 
accordance with preconceived notions 
as to what such situations in general . 
ought to be. : 





Employee Representation 


By Warrer Gorpon Мевитт | 


Counsel, League for Industrial Rights 


OST conflicts between nations or 
between classes arise from bar- 
riers to understanding. ‘These barriers 
removed, ideas, like water, seek their 
level. In the field of industry these 
barriers must be razed by machinery 
for systematic contact and common 
counsel, if conflict.is to be avoided. 
Millions of our industrial workers are 
daily brought beneath the same roofs 
with the owners or managers of busi- 
ness, but barriers of ignorance and 
language and the lack of proper ma- 
chinery for contact and intercommuni- 
_ cation, foster a mutual state of fear and 
distrust, with unsound conceptions of 
each other’s problems. The average 
employer is no philosopher or recon- 
structionist and knows little of the 
psychology of the working classes. 
The average worker knows little of the 
problems and embarrassments of busi- 
ness. Unless this gulf is bridged and 
the traffic of ideas resumed, our exist- 
ing industrial institutions and our con- 
stitutional rights of liberty and prop- 
erty can scarcely survive. Conference 
in industrial relations is part of the 
price of peace and coóperation. 
The latest promise of substantial 


progress in this direction springs from , 


the new intra-factoty organizations of 
employees operating under a definite 
form of industrial government. Ás& 
means of adjusting differences and 


promoting coóperation, common pur-, 


pose and a broader outlook, as a con- 
duit for the interchange of ideas and 
viewpoints, this modern type of works 
council, usually operating independ- 
ently of the unions, has in a few years 
made a record of achievement which is 


unsurpassed. For the light and n- 
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couragement it has brought us we аге 
indebted to those employers who had 
the vision and courage to embark while : 
others faltered. 

Nearly all plans for works councils 
provide a definite constitution under 
which the employees of a single factory 
by secret ballot elect representatives to 
act for them in conference with the 
management. Of first importance is 
the fact that elections are held in the 
factory on company’s time so that all 
employees will participate. The sim- 
plest and most successful arrangement 
is where the employee representatives 
serve on a joint committee with an 
equal number of representatives of the 
management. If the concern is a large 
one, joint, committees are elected in 
each department or division, to dispose 
of localized questions with a general 
committee similarly constituted, to 
consider matters of general interest, 
and to hear appeals from the depart- 
mental or divisional committees. A 
decision cannot be reached without 
agreement. In some cases the plan 
provides for arbitration in the event of 
ultimate disagreement and in some it 
does not. In either event, success lies 
in substituting conference for dictation. 
Disagreement and arbitration seldom 
figure. 

Another plan which captures the 
imagination by the term “Industrial 
Democracy" and by imitation of our. 
republican form of government, es- 
tablishes a House of Representatives 
elected by the rank and file, a Senate of 
foremen and a Cabinet of the chief 
executives. Concurrence by the three 
bodies is necessary, for action. The 
chief defect of this plan is encourage- 
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ment of separate meetings by divergent 
interests instead of bringing all parties 
to the same table. The House of Rep- 
resentatives is likely to commit itself 
without hearing the other side. The 
Cabinet may be forced to use its veto 
with unpleasant results. 


| ErrFECT OF THE WorLD War on МокЕв 
, CounciLs 


The World War led us to expect pro- 
found changes in our industrial institu- 
tions. People predicted a new status 
for labor. Japanese observers went so 
far as to predict the end of the occi- 
dental type of civilization. Labor 
unions strengthened and entered into 
the councils of the nation as never 
before. “We stand today,” said one 
report, “at one of those definite turning 
points in human history where a zenera- 
tion of men has it in its power, by the 
exercise of faith and wisdom, by facing 
the problems of the moment without 
passion and without shrinking, to de- 
termine the course of the future for 
many years." 

A thrill of new interest sprang from 
this expectancy of great change. Many 
people began to view this decade in the 
words of Emerson: 


lf there is any period one would desire 
to be born in, is it not the age of revolution; 
where the old and the new stand side by side 
and admit of being compared; when the 
energies of all men are searched by fear and 
hope; when the historic glories of the past 
can be compensated by the rich possibilities 
of the new era. This time, like all times, is 
a very good one, if we but know what to do 
with it. 

Then followed the reaction, so obvi- 
ous to any observer, and a current of 
feeling that the visions of greater 
equality and democracy in industry 
were not to be realized promptly. 
When business activity subsided the 
employer had less to fear from labor 
and forgot the prod which drove so 


E 
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many to try new and interesting ex- 
periments inlabor management. Some 
who, a few years ago, expected an over- 
throw of existing institutions, com- 
placently feel the present reaction’ is 
convincing proof that existing institu- 
tions are immutable. The very public 
which had condoned the evils of union- 
ism became the union's censor. Courts 
and legislatures reacted to the change 
in popular sentiment. Membership in 
labor unions greatly decreased. The 
country witnessed an open shop cru- 
sade, in most respects spontaneous and 
uncoérdinated, which was truly phe- 
nomenal. 

How dic this affect the works coun- 
cils movernent in the United States? 
Has it gone forward or baekward, or 
stood still? Has it survived the un- 
settled conditions and violent fluctua- 
tions concentrated into these few years 
—years during which the pendulum 
swung from extreme progressivism 
back to tke side of reaction? These 
are questions to which answers have 
been sought by ascertdining approxi- 
mately how many concerns have ex- 
perimented with works councils, and 
their present attitude. 

The answers come back in unequiv- 
ocal terms. Conference in industrial 
relations has come to stay. It found 
its real inspiration in war-exaltation 
and is surviving post-war reaction. 
Declining 5usiness has retarded its 
rapid spread into new plants but has 
had little effect on its intrenchment 
where already adopted. There have 
been fewer converts since 1920, but the 
faith of the converted is ever strength- 
ening. The cumulative experience of 
concerns which voluntarily installed the 
Joint Committee Plan, bears almost 
uniform testimony to its advantages, ! 
while the experience of those employers 
who were compelled so to do by govern- 


1A few plans of the Industrial Democracy 
type failed. 
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ment agencies, is of the opposite char- 
acter. If the employer is converted 
and proceeds with -moderate social 
sense, the workers will follow his leader- 
ship in this direction with beneficial 
results to all, unless, perchance, there is 
outside opposition from trade unions. 


GROWTH OF EMPLOYEE REPRESENTA- 
TION IN THE UNrrED STATES 


Generally speaking, the employee 
representation movement in this coun- 
try—and probably throughout the en- 
tire civilized world—has developed 
during the last four years. The report 
of the Federal Industrial Commission 
in 1916 referred to the plan instituted 
by the Colorado Fuel & Iron Company 
in 1915 as a “new departure in the 
United States.” As this example 
found few, if any, imitators in the fol- 
lowing three years, the growth of the. 
movement started almost from nothing 
&bout the close of 1917. 

During 1918 over one hundred such 
plans? were inaugurated under gov- 
ernment pressure by the National] War 
Labor Board and the Ship Build- 
ing Labor Adjustment Board, but most 
of these were abandoned because in- 
stalled under pressure before the 
. management acquired faith and under- 

standing. Outside of these. govern- 
mental ventures, about seven hundred 
of such plans, now still in existence, 
were established voluntarily. in the 
` three years following the close of 1917. 
Since 1920 only about twenty or 
twenty-five new plans have been in- 
stalled. 

These seven hundred and twenty- 
five plans, more or less, which are now, 
in operation, represent about four 
hundred different concerns, because 
Some companies operating scattered 
plants are listed as maintaining several 
plans. Included in the seven hundred 


1Exclusive of Loyal nd of Loggers and 
Lumbermen. 
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and twenty-five are about one hundred 
and sixty lumber companies in the 
Northwest operating under the Loyal 
Legion of Loggers and Lumbermen, 
and about thirty-five bituminous coal 
companies until recently operating 
under the Maryland Agreement. The 
total ‘number of employees working 
under these plans in normal times is | 
estimated to be between 750,000 and 
1,000,000, or, approximately, one-tenth 
of the industrial employees in the 
United States. 'Those employed in 
the factories alone approach in number 
the union men in good standing in the 
same industries, although union mem- 
bership represents the organizing effort 
of more than a quarter of a century. 

The further extension of this plan 
and its benefits of common counsél 
depend largely on the action of.a 
comparatively small group of large 
employers. One per cent, or about 
2,900 concerns, employ over one-half 
of the industria] employees of the 
United States, or more than 4,500,000. 
Six-tenths of one per cent, or less than 
1,750 establishments, employ over 
$,600,000, or nearly forty per cent of 
the industrial employees. The con- 
version of this compact group would 
mean much for the moral and social 
outlook of a vast number of industrial 
toilers. 

The advancement of this movement 
is not solely to be measured by the 
limits of immediate operations, but by 
the extent of the interest, discussion 
and association approval which is 
developing. When these forces back 
the movement its further extension 
in normal times is inevitable. The 
League for Industrial Rights was the 
first national employers' association to 
publish a pamphlet, in 1918, positively 
favoringsucha plan. Other important 
employers’ associations, one after an- 
other, have made special studies in this 
direction and have since given their en- 
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dorsement. Some have published lit- 
erature containing suggestions and 
model forms of constitutions and by- 
laws. The National Industrial Con- 
ference Board has published two 
studies on the subject. Conventions of 
employers have discussed the idea dur- 
ing extended sessions. The Canadian 
Minister of Labor called a convention 
of leading employers in Canada and 
published a brochure of their discus- 


sions, which were largely confined to. 


this subject. "The President's Second 
Industrial Conference in its final report 
of March 6, 1920, declared for estab- 
lished channels of expression in each 
factory and emphatically endorsed the 
movement. It affirmed that such an 
arrangement “is itself an agency of 
collective bargaining and cooperation 
where union agreements donot obtain.” 
Thus in the course of four years a 
revolutionary idea, which leads we 
know not where, has crept into in- 
dustry, as the most outstanding symp- 
tom of changed industrial relations. It 
exhibits an amazing growth, is the 
leading feature of industrial discussion, 
and has been sanctioned by a govern- 
mental commission. 


INTERNATIONAL ASPECT OF EMPLOYEE 
REPRESENTATION 


Employee representation 1s not lim- 
ited to the United States: The growth 
of the movement is international. 
Plans providing for codperation of 
workers in some phases of industrial 
management have been instituted, or 
are being setiously considered in practi- 
cally all industrial countries of the 
civilized world. 

In Germany, pressure from all parts 
of the country for definite legal es- 
tablishment of the council system be- 
came so great that provision for the 
creation of works councils was made 
in the new Constitution of the German 
Republic, August 11, 1919. As a re- 
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sult, the Act passed by the National 
Assembly, January 18, 1920, required 
that works councils be set up in all 
industrial undertakings employing 
twenty or more workers. According 
to a report of the Germar Factory In- 
spection Service, these councils are 
working satisfactorily in all factories 
where both sides show good will and an 
honest desire for successful coóperation. 
'The German Government recently in- 
troduced a bill providingfor representa- 
tion of works councils on the Boards 
of Control of joint stock companies, 
limited partnerships, limited liability 
companlés, registered cooperative so- 
cleties and mutual insurance com- 
panies. 

The Austrian Act of May 17, 1919, 
providing for works councils is almost 
identical in its broad outline with the 
German Act. 

In Great Britain, the Whitley Shop 
Committee plan, providing for national 
and district joint councils, was created 
by Parliament during the War. It is 
operating with satisfaction in many 
industrial establishments. 

In Nerway, under an act of July 23, 
1920, works councils are to be set up 
in every undertaking where one-fourth 
of the employees demand it. 

In Luxemburg, the Grand Ducal 
Decree of July 26, 1920, provides for 
the establishment of permanent works 
councils in all undertakings employing 
more than fifteen workers. 

The @zecho-Slovakian Act of Febru- 
ary 25, 1920, makes provision for 
works councils in mines and allied 
undertakings. On July 1, 1920, the 
Ministry of Railways established local, 
district and central works committees 
in the railroads; and the workers in the 
tobacco industry were permitted repre- 
sentation on local and central com- 
mittees by a Decree of the Ministry of 
Finance in December, 1920. 

*Manitcba has a Joint Council of In- 
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dustry for the adjustment of industrial 
differences, It is reported that this 
Council has adjusted disputes which 
would otherwise have resulted in con- 
troversies involving serious losses. 

In Georgi¢, Russia, there was in suc- 
cessful operation in 1919 for the ad- 
justment of wage disputes, a wages 
council, consisting of equal numbers of 
representatives of workers and em- 
ployers, but this country is now oc- 
cupied by Russia and under Soviet rule. 

The example set by these countries is 
spreading to others. In France, Den- 
mark, Belgium, and even in South 
Africa and India there is serious and 
careful study of employee representa- 
tion and a decided leaning toward the 
adoption of some plan of codperation. 
In India some factories are actually 
operating under such plans. 


Moral AND CoÓPERATIVE ASPECTS OF 
Works Councis 


The moral content of the idea of 
works councils and the systematic 
promotion of common counsel which it 
implies, is far greater than the narrow 
and captious phrase “collective bar- 
gaining." Class conflicts will never be 
averted by any process of mere bar- 
gaining. Some community of interest 
must be defined and its promotion 
sought by joint action. Collective ac- 
tion, which only regards grievances and 
bargaining, too often falls into collec- 
tive antagonism. That is one of the 
reasons why some employers are loath 
to accept it. But collective function- 
ing, which includes the idea of collec- 
tive coöperation and constructive ef- 
fort, will prove successful. Where an 
employer meets his employees merely 
to settle grievances, he need expect 
little coóperation. If, on the other 
hand, he provides permanent constitu- 
tional machinery and periodical meet- 
ings to discuss the opportunities and 
duties which arise from time to tinie, 
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there can gradually be created a greater 
community of effort and a keener reali- 
zation of the relations of each man’s ef- 
fort to the whole. Such a realization 
makes a stronger appeal to the creative 
instinct of men than a system which 
confines the interest and vision to a 
particular process. The good will, 
codperation, and willingness to sacri- 
fice for the common good, developed by 
these arrangements in some of the more 
.ülvanced concerns, surpass anything 
previously attained in large factories. 
Even those whose extreme liberalism : 
seeks far more than is offered by this 
new era of joint conference in industry, 
should encourage these arrangements 
as a step in the right direction, without 
looking upon them as an ultimate 
Cestination. "They represent a tremen- 
dous stride in progress by substituting 
joint conference for dictation and a 
constitutionalbasis of industrial govern- 
ment. It is hardly to be expected that 
the great mass of employers can be 
persuaded to look further until experi- 
ence with such departures has given 
further light. After this experiment 
has been in effect for a reasonable 
period of time, both employers and 
employees will come to a better un- 
derstanding of their duties and will 
develop a better vision for the future. 
The engine of industrial progress is 
travelling rapidly, and with every ad- 
vancement in its onward movement, 
the searchlight penetrates still further 
the darkness of the future. 


CONCLUSION , 


‚ To summarize all of the advantages 
„ of shop representation is a huge under- 
taking. Self-interest is no longer the 
exclusive guide of conduct and mutual 
interests are regarded. The moral 
development of each member of the 
factory organization, from the presi- 
dent down, becomes notable. Under- 
executives are led to a fuller under- 
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standing of the rank and file and the 
rank and file take a new interest in 
business problems. Grievances are 
aired and corrected instead of breeding 
irritation and resentment. Foremen 
are restrained by a consciousness that 
their decisions may be reviewed. The 
square deal is safeguarded by full hear- 
ings on both sides. The opportunities 
of the individual are better protected 
and special talents more surely dis- 


covered and recognized. The workers , 


obtain a better appreciation of group 
responsibilities and the true meaning of 
representative government. 

Among conservatives there are wide 
differences of opinion as to the need of 
progress in this direction. Such vary- 
ing viewpoints arise from different con- 
ceptions as to the durability of existing 
institutions. Among those who feel 
that this present era of unrest, like 
other eras which have come and gone, 
will leave the fundamental nature of 
our institutions unchanged, there can 
be little incentive for such experiments. 
But among those who believe that 


present arrangements cannot survive; 
that there is much in the factory system 
with allof its advantages of quantitative 
production to constitute a social men- 
ace anc make potential rebels of a large 
number of workers, there is a common 
search for a better method of giving 
workers a larger voice in matters of 
direct concern. То the cautious liberal 
who does not disregard the practical 
requirements of business, employee 
represertation offers a real hope. It 


_involves no hasty leap from one social 


era into another, not any violent 
cataclysm or taking of private property, 
but a gradual evolution in the direction 
in which many employers have already 
turned their faces. Who knows its 
possibilities? It is grounded on practi- 
cality and has the great advantage of 
elasticity. It may be applied con- 
servatively but it travels the road of 
idealism and may go as far as the 
capacity of the workers permit. It 
may be only the half way house toward 
industrial democracy, but it surely 
faces the sunlight. 


“Moral Influences in the Adjustment of Industrial 
Disputes 


By Basu. M. Maniy 
Former Joint Chairman, National War Labor Board 


О attempt to determine the effect _ 


of moral influences in the adjust- 
ment of industrial disputes is very 
much like endeavoring to answer the 
question, “ Who won the War?" Look- 
ing back over the industrial disputes 
with the intimate history of which I 
am familiar, I find it very difficult to 
separate and weigh the part which 
moral influences played in determining 
the outcome as distinguished from such 
factors as the economic strength, the 
strategic position, and the leadership 
` of the respective sides. І know that in 
nearly every noteworthy industrial 
contest, moral influences, particularly 
those that are manifested in what we 
are pleased to call public opinion, 
played a large part, but I am unable to 
formulate any satisfactory test by 
which one can determine, even approx- 
imately, the extent of such influences. 
There is in some respects a general 
analogy, which must not be pushed too 
far, between industrial disputes and 
international contests. Napoleon’s 
cynical epigram, “Сой is on the side of 
the heaviest artillery,” contains just 
enough truth, both for war and for in- 
dustry, to make it a dangerous maxim. 
In confirmation of this cynical gttitude, 
I have seen industrial disputes, in 
which the party with absolute justice 
on its side, and with the strong support 
of public opinion, was crushed down 
by ruthlessness and superior resources. 
T have seen also cases of absolute hold- 
ups, where public opinion was defied 
because possession of a strategic posi- 
tion made resistance to unjustified de- 
mands impracticable. So far as I can 
recall, I have never yet seen a case in 


which moral influences or public opin- 
ion alone were sufficient to determine 
the issue. ' 

Thus far, the evidence would seem to 
support Napoleon’s maxim. Never- 
theless, in industrial disputes, as in war, 
morale is as important as equipment 
and resources. And it is in the main- 
tenance or breakdown of morale that 
moral influences and the force of public 
opinion have greatest weight. When 
the forces are fairly well-matched in 
equipment and resources, the outcome 
of the contest depends almost entirely 
upon morale. 

Tt is for this reason that moral influ- 
ences are seldom effective except where: 
the opposing forces are of approxi- 
mately equal strength, and even then 
they are pot able to have a decisive 
effect until a deadlock has been reached. 
This is well illustrated in the coal strike 


“of 1992. In this case the organized 


moral influences of the nation ranged 


‘themselves on the side of the miners, at 
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least in demanding that the operators 
carry out their contract to meet in joint 
conference with the union for the nego- 
tiation of anew agreement. The oper- 
ators refused to meet in joint confer- 
ence and to this extent defied public 
opinion, because they knew that the 
funds of the miners were depleted and 
that their organization was disrupted 
„Бу internal dissension. Nevertheless, 
the realization that justice was entirely 
on their side, and that this was gener- 
ally recognized throughout the coun- 
try, has had a powerful influence in 
maintaining the morale of the striking 
miners, and it is not at all impossible 
that, in spite of their slender resources 
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and the great suffering which many are 
already enduring, they will be able to 
hold out until the dwindling coal supply 
forces a deadlock and a crisis. If this 
should come to pass, the moral forces 
of the country will then have an oppor- 
tunity in which they can press success- 
fully for an equitable settlement of the 
differences between the miners and the 
operators. 


IupusrTRIAL STANDARDS 


So far we have been dealing primarily 
with the effect of moral] influences upon 
particular industrial disputes. There 
is, however, a much larger field in which 
these moral influences operate with 
even greater power. I refer to the 
effect upon the general social atmos- 
phere of the slow processes of education 
which are manifested in the establish- 
ment of higher industrial standards. 
It is impossible to overestimate the 
good which is accomplished by the edu- 
cational campaigns of such organiza- 
tions as the National Catholic Welfare 
Council and the Federal Council of 
the Churches of Christ in America. 
Through such influences, industrial 
conditions which were the subject of 
bitter contests only a few years ago are 
now coming to be accepted as the con- 
ventional standards of industry. In 
my opinion, it is in this field, rather 
than by intervention in particular dis- 
putes, that the churches and other 
organized bodies can achieve the great- 
est and most lasting results. 


Tue War Глвов BOARD 


Some light on the part which moral 
influences play in the adjustment of 
industrial disputes may be gained from 
a brief consideration of the experiences 
of the War Labor Board. On tite sur- 
face, the War Labor Board had behind 
it merely the sanction of a joint agree- 
ment between representatives of the 


two leading organizations of employers 
and workers and the force of a presi- 
dential proclamation. But it must 
not be forgotten that, while the Board 
had no compulsory powers within it- 
self, it had behind it the full war powers 
of the government. These powers 
were used, I believe, only twice, once 
in the Smith and Wesson case, by in- 
ducing the War Department to take 
over and operate for the period of the 
war a corporation which flagrantly re- 
fused to abide by the award of the 
Board, and once in the Bridgeport case, 
by threatening to invoke the “work 
or fight" order against recalcitrant 
workers. Nevertheless, the threat 
was always present, and during the 
period of hostilities was generally re- 
spected by both the employers and 
workers. 

The part which moral influences 
played in the work of the Board was 
manifested chiefly in its code of princi- 
ples. These were a set of declarations 
with reference to some of the funda- 
mental problems of industria] relations, 
agreed upon by a joint conference of 
representatives from the American 
Federation of Labor and the National 
Industrial Conference Board, presided 
over jointly by William Howard Taft 
and Frank P. Walsh. They embodied 
the prinerples of collective bargaining 
and the living wage, and are so well- 
known that they need not be quoted. 
They represented, in all probability, 
the enlightened publie opinion of the 
United States at that time. Here we 
have an example of the far-reaching 
effects of moral influences in the adjust- 

ement of industrial dispute. "These so- 
called “principles” of the War Labor 
Board were merely a codification of the 
results of the industrial agitation and 
economic education of the years im- 
mediately preceding the Great War. 
It is inconceivable that they should 
have been adopted either in letter or in 
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substance at the time of the Civil War, 
or even as Jate as the Spanish-American 
War. They were the fruit of an awak- 
ened public conscience. 

It is true that these principles, par- 
ticularly those which proclaimed the 
right of a living wage, were never liter- 
ally applied. In this respect they 
occupied a position somewhat like the 
fundamental principles embodied in 
the Declaration of Independence and 
the Bills of Rights of the various states, 
. which have never yet received practical 
application in American political life. 
Nevertheless, they did play a decisive 
part in determining the decisions of the 
Board. For example, the minimum 
rate of wages in the so-called Waynes- 
boro cases, one of the most remarkable 
decisions ever rendered.by an arbitra- 
tion board, was fixed at an amount 
substantially higher than had been 
originally demanded by the employees. 
This decision was agreed upon, after a 
debate which nearly disrupted the 
Board, solely upon the ground that 
the minimum amount demanded by 
the Waynesboro employees was below a 
living wage, could effect merely a tem- 
porary settlement, and would in any 
case be a gross violation of the Board's 
principles. In making its award in 
this case, the Board announced that 
it bad then under consideration the 
determination of & living wage, which 
would be applied in subsequent cases. 
In its attempt to fix the amount of & 
living wage, however, thè Board 
reached what appeared to be an un- 
breakable deadlock, and, after days 
of debate, finally agreed upon a com- 
promise resolution, which provided: • 


That for the present the Board or its 
sections should consider and decide each 
case involving these principles on its par- 
ticular facts and reserve any definite rule of 
decision until its judgments have been-suf- 
ficiently numerous and their operation 
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sufficiently clear to make generalization 
safe. 


It was the intention of the labor side 
of the Board to bring the determination 
of a living wage to an issue, and exten- 
sive investigations were conducted for 
this purpose. But the plan was never 
carried out because the signing of the 
armistice made further action along 
this line impossible. 

Upon other points than a living 
wage, however, the decisions of the 
Board were in large measure in substan- 
tial accord with its principles, and as a 
participant in its proceedings, I can 
say with some assurance that without 
the preliminary agreement upon these 
principles the decisions of the Board 
would have been far less consistent 
and much more in the nature of make- 
shifts. 

It would be a mistake to assume 
from this that the mere adoption of a 
code of industrial principles will be 
effective in the settlement of industrial 
disputes. This is clearly shown by the 
experiences of the War Labor Board 
following the armistice.: Its code of 
principles remained the same. The 
need for its service was in many re- 
spects increased rather than dimin- 
ished, and the courts held that the War 
had not yet terminated and that con- 
sequently its authority was nominally 
maintained. Nevertheless, its power 
and prestige rapidly declined. It 
could have been sustained only by the 
full weight of presidential authority, 
but the President went to Europe, after 
committing the processes of readjust- 
ment and reconstruction in the United 
States to the enlightened wisdom of 
the nation’s business men. It was 
about this time, also, that the moral 
influemces of the country ceased to 
function or went into hiding, leaving ` 
the field clear for Mr. Palmer, Mr. 
Lusk and other terrorists. 


Industry as a Service 


By Еве» J. MLER 
Consulting Engineer, Past President of the American Society of Mechanical Engineers 


| HE idea of rendering public service 

l by labor may be said to be now in 
its third stage of development. In 
the broader sense all useful productive 
work is and, of course, always has 
been a social service. 

In the earlier period of man’s ex- 
istence, there was very little of co- 
operative effort. Such as there was, 
was confined to members. of a family, 
confronted with the task of maintain- 
ing themselves by direct application 
of brawn and such brain power as they 
possessed to the materials of nature, 
which were then everywhere free for 
such application. These materials of 
nature were, of course, available only 
within the limited area that could 


be reached by travel on foot, and by. 


transportation by the power of human 
muscles. 

Probably there was little or no 
thought among these primitive people 
that their labor was in any sense a pub- 
lic service. What labor they did was 
performed under the stimulus of hun- 
ger, thirst, the unkind or annoying 
aspects of the elements, and the in- 
stinctive desire for the perpetuation 
of the race. 

They had no thought that any of 
these impulses or the acts growing 
out of them were especially creditable 
to themselves or of service to others. 
There was no “public,” in the modern 
sense, to be served. Yet we, with 
the history of the race before us and 
with our much broader outlook, 
may perceive readily enough that 
by simply following the primitive 
impulses of their primitive nature, 
they were after all rendering a serv- 
ice without which no society or organ- 


ized public could have been developed. 

In a later period, when the develop- 
ment of unusual skill in the making 
of implements of utility and of war- 
fare, and the specialization and the 
exchange of such implements by their 
makers for the products of the chase 
had resulted in the beginnings of com- 
merce, there must have followed the 
first conception of labor as a public 
service, and the maker of the best 
spear or sling, bow and arrow or trap, 


.came to be recognized as rendering a 


special service to the tribe—service 
of & kind not otherwise obtainable 
and comparable at least with the 
service rendered by the most doughty 
wielder of these primitive weapons 
and appliances. This was the morc 
clearly perceived and appreciated be- 
cause the makers and the users came 
into direct contact and discussed de- 
fects and failures, their causes and 
possible remedies. 

If a superior war club contributed 
to an important victory over an 
enemy, the wielder of the club knew 
its maker; all the other members of 
the tribe knew him and it was prac- 
tically impossible for him not to re- 
ceive credit for his superior skill and 
his full ghare of public honor. In 
fact, it is not unlikely that the develop- 
ment of specialized skill or ability by 
individuals was one of the most power- 
ful incentives to the formation of 
tribes or groups of people, having 
common interests of a fundamental 
character which could be best pro- 
moted by group action and by making 
available for all members of the group 
products of the special skill attained 
by ‘various individuals. 
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SERVICE 

Though this primitive industry, 
developed through many ages, re- 
sulted in many and important im- 
provements to the race, the direct 
contact of maker and user continued 
to be'the rule until by the introduction 
of merchandizing and common medi- 
ums of exchange, men who neither 
made nor used weapons or implements 
came to play an important part in 
their distribution for use. Such men 
had, from the first, a pecuniary incen- 
tive to prevent their patrons from 
knowing, or coming into contact with, 
the makers of their wares, fearing that 
such contact would result in more or 
less direct trading and loss of business 
for themselves. Survivals of this idea 
are to be seen in present day mer- 
chandizing, especially in such things 
аз groceries, drugs, millinery, etc. 


Meny of the largest retail enterprises . 


handle goods either not marked by 
the name of any maker or else marked 
with their own name as maker, al- 
though they have nothing to do with 
the real manufacture of the goods but 
have them made under contract. 

Further than that, by the growth 
of very large industrial establish- 
ments, especially those belonging to 
corporations, in which the name of 
the corporation is given the greatest 
possible publicity and the individuals 
connected with it often systematically 
керу in anonymous obscurity, the 
makers, who are the real servitors of 
the public, are unknown to that public 
as such. In the lower grades of em- 
ployment, even the names of many 
of the men who work are unknown, 
and they are distinguished one from 
another only by numbers assigned to 
them. 

Men in such employment can not 
be expected to realize that they. are 
tendering a public service. They 
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know only that they must serve a 
boss whom they too often fear; too 
often, also, with good reason. To 
succeed in pleasing the boss sufficiently 
to hold their jobs is all that concerns 
them, and it is to him only that they 
are conscious of rendering service. 

In some higher planes of employ- 
ment familiar results of the attitude 
thus developed are seen in the be- 
havior of ticket sellers, ticket punch- 
ers at train gates, trainmen and “‘pub- 
lic service" employees in general who, 
in one way or another, come in con- 
tact with the public. They often 
come to think that they render service 
to only one man, that man being their 
immediate superior, who has the 
power of discharge and whom they, 
therefore, know that they must treat 
with all possible consideration and 
respect. Subconsciously, they think 
of him as being the source of their 
means of support, and seem not to 
recognize in the least that their real 
source of support is the public to whom 
they are disagreeable in various ways. 

Happily there have been of late, 
many indications that such workers 
and those who direct them are being 
taught that it is the publie which sup- 
ports the enterprises in which they 
are engaged; that it is, after all, this 
public for whom the service is main- 
tained and that it pays to recognize 
this fact and to behave accordingly. 

The obscuring of the idea of service 
to the public is shown sometimes by 
the rules made by or under the influ- 
ence of accountants or controllers, who 
come into contact with the public 
little, if at all, and whose only concern 
is to see to it that the system which 
they have adopted to prevent ir- 
regularity is rigidly enforced. Under 
such „а system, an elevated railroad 
“tied up" by a fire may not allow its 
ticket seller to return the money just 
collected from the passengers so that 
they may seek other means of trans- 


SS 


INDUSTRY AS A SERVICE 


portation, but he must tediously fill 
out numbered blanks, sign them, tear 
them from & book and give them to 
the passengers, already exasperated 
by delay and inconvenience, whe 
can use these blanks only in payment 
of fares at some other time. Mean- 
time, if it should happen that a tired 
mother had spent her last remaining 
change in tickets for herself and chil- 
dren, she may walk to her destination, 
or otherwise do as best she can. It is 
obvious that this policy is pursued only 
for the convenience of the accounting 
department. The immediate cause 
arises from a too narrow view of the 
nature of the industry although the 
primary cause is to be found in the 
modern development of our compli- 
cated and indirect methods of render- 
ing service and not, as we are often 
tempted to believe, in the sheer per- 
versity of human nature. 


Barxiwa THE CREATIVE DESIRE 


Perhaps the earlier experience of 
the race in which each worker was able 
to see and to understand the nature 
of the service rendered by him and to 
know that it was appreciated at its 
full value, has implanted in our na- 
tures that trait which makes it irk- 
some to work hard for long hours 
daily, performing over and over again 
a simple operation upon a single part 
of a complicated machine, knowing 
only dimly the nature of the work per- 
formed by the machine, and nothing 
at all of the function of the piece 
upon which we continuously perform 
our monotonous labor. Whatever the 
(cause, we know that the enthusiasm 
and the intense devotion of the boy in 
the construction of & boat, a windmill, 
a wagon or wireless apparatus, almost 
certainly disappears entirely when he 
afterwards enters a factory апа be- 
comes “a hand," making, or partly 
making, only a small part of a ma- 
chine, in which he is inspired to take 
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no interest whatever, being often for- 
bidden by factory rules to enter any 
department of the factory except the 
one in which he works. 

While our personal needs or those 
of our dependents still remain for 
most of us the primary incentive to 
work, it is becoming clearer daily to 
those who conduct our industries, 
that our past methods have violated 
an ingrained trait of human nature— 
the desire to accomplish something 
which we know to be worth while; 
something which others can and do 
appreciate as a real service to them. 

It is gratifying to know that many 
sincere efforts are being made to de- 
velop in our modern workers a clearer 
perception of the fact that all useful 
work, mental or manual, is a public 
service and a genuine contribution 
to the advancement of the race; that 
it is the right of the worker to feel the 
full force of this fact, and to get from 
his work some degree of that satisfac- 
tion and inspiration which comes from 
the gratification of the creative in- 
stinct that we find in the child who 
makes, entirely with his own hands, 
a thing that is useful or beautiful or 
capable of giving pleasure to himself 
and to others. 


Tue Desire то RENDER SERVICE 


During the late war, there were 
many instances of both skilled and 
unskilled workers leaving private em- 
ployment to work in government ar- 
senals, because they could more clearly 
perceive that their work in these ar- 
senals was a direct public service—a 
.personal contribution to the winning 
of what they regarded as being, more 
than any other, a people's war. In 
some cases, they came from establish- 
ments in which they had been work- 
ing on government contracts, but they 
preferred to work directly for the gov- 
erifment and under the direction of men 
who were also working directly for the 
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government and without the inter- 
vention of those whom they regarded 
as mere "profiteers." 

One result of this feeling has been 
that very many of these men who were 
criticized for getting the highest wages 
while their brothers were at the front 
serving their country for far less, now 
believe that in & future war, if it 
should come, not only soldiers but ab- 
solutely everybody able to contribute 
in any way to the winning of the war 
should be conscripted, supplied with 
what they need for maintenance and 
nothing more, and that there should 
be no profit-making by anybody as a 
result of war. An idea which, what- 
ever else we may think of it, is based 
upon & profound belief that industry 
should, in times of national peril, be 
made exclusively a public service. 

It is true enough that many of those 
classed among “the workers” have 
erroneous ideas concerning what con- 
stitutes public service, and are too apt 
to believe that those who do not lit- 
erally earn their bread by the sweat of 
their brow are not obeying the divine 
command but are supported by those 
who perform manual labor. On the 
other hand, among the brain workers 
themselves, there is too general a 
belief that anyone who can make a 
living, or even a fortune, while keeping 
within the law, or conforming to an 
established custom, is necessarily ren- 
dering a public service. The real 
facts as to whether or not he is ac- 
tually rendering such service,’ are not 
examined. 

The grosser forms of obtaining a 
share of the world’s goods without 
contributing to them are deprecated 
or condemned by all of us; but there 
is a considerable territory within which 
efforts to obtain wealth without ren- 
dermg any useful service whatever 
are condoned, and sometimes even 
highly esteemed. The most impqr- 
tant of these, both by reason of its 


magnitude and by its effects upon our 
social organization and manner of life, 
is the system by which one member of 
the human family is permitted to take 
from others a large share of what they 
earn, for his permission to use that 
portion of the earth or its raw materials 
which they need for homes, or for 
places in which to carry on useful 
work. ‘The most superficial examina- 
tion will show clearly enough that: he 
who holds title to land on which he 
has made no improvements and in- 
tends to make none, but only charges 
others for the privilege of making 
them, is rendering no service to. the 
public. It behooves us to recognize 
that all such things are being more 
and more scrutinized by that part of 
the public whose difficulty in obtaining 
a good living stimulates them to direct 
clear thought along these lines. 

We all need to recognize more 
clearly that, not only is all useful work 
always and everywhere a public serv- 
ice, but that the time may come, and 
sooner than we might expect, when the 
test of the social desirability’ of any 
activity will be: Does it render a 
public service? Our modern indus- 
trial methods have obscured too much 
the fundamental facts underlying 
these matters, and we have departed 
too far from the ancient condition 
when all the members of a tribe or 
human group fared well or ill together, 
each being honored in accordance 
with his contribution to the general 
well being, whether by the chase, in 
the common defense or in socially 
beneficent industry. 

When we have done away with the 


* means by which some of us prosper 


without rendering any useful service, 
then we must so arrange that an hon- 
est and useful worker will not be de- 
spised,. but will be enabled to under- ' 
stand that his work is appreciated as 
& service and will be rewarded in pro- 
portion to its value. 


Social Concepts in 


Economic Theory 


By Замок, McCone Linpsay, Рн.О. 
Professor of Social Legislation, Columbia University 


N the brief space allotted to a single 
article it is neither possible to treat 
exhaustively nor trace historically the 
development of recent social concepts 
in economic science. In view of the 
growing weight of authority attaching 
to economic theory and reasoning in 
the minds of practical men of affairs 
and those who shape and make public 
policy, it may serve & useful purpose tó 
point out some of the social concepts 
that now find a place in the economists 
analysis and explanation of the phe- 
nomena of wealth. 

A rather remarkable humanizing 
process in economic theory can be 
traced for nearly a half century or from 
about the Centenary of Adam Smith's 
Wealth of Nations in 1876, when Walter 
Bagehot labored to justify the mecha- 
nistic and objective isolation of eco- 
nomic facts in order to insure an exact 
science of economics which was to be 
as serviceable in extending our knowl- 
edge of the world of work and business 
as the physical sciences, which were the 
glory of that day, had been in teaching 
men to know the natural world in which 
they lived! Carlyle’s diatribes on the 
“dismal science’’ were born of as little 
knowledge and appreciation of what 
economists were about and of what 
political economy was good for as the 
maladversions of Harriet Martineau 
and the pseudo-economists in Parlia- 
ment nearly a half century earlier, who 
denounced the Factory Acts as opposed 


1 Walter Bagehot, Economie Studies: Po. 
of Eng. Political Economy. Рр. 255-260; Pre- 
hminaries of Pol. Econ, р. 319. Hartford 
Travelers Ing. Co , Edit., Works of W. Bagehot, 
Vol. 5. 
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to all sound economies and seized upon 
loose statements of economic theories of 
free competition and of the forces of 
demand,and supply “to quote for the 
purpose of keeping the working classes 
in their place." * 

In fact as Marshall has well pointed 
out all of the real economists of the 
early thirties and forties, McCulloch, 
Tooke and others—with the exception 
of Nassau Senior, who wrote against 
them “when he had only begun to 
study economics "—supported the Fac- 
tory Acts, and were not unmindful of 
the greater range that had to be given 
to collective as opposed to individual 
action in economic affairs. The fact 
that Nassau Senior a few years later 
formally recanted his opinions has been 
generally overlooked or forgotten by 
students of the English industrial his- 
tory in the early half of the nineteenth 
century. No one shows better than 
Marshall himself, in the first edition of 
his Principles of Economics which ap- 
peared in 1890, the great change that 
had come over the masters of economic 
theory as a result, in part, of the influ- 
ence of the historical school of economic 
research and of biological studies and 
the development of the biological and 
social sciences. 

Economics at the close of the nine- 
teenth century and ever since has lost 


* ! Alfred Marshall, Principles of Economics, 8th 
Edit. 1920, App. B, 6, p. 768 note. Marshall in 
his Industry and Trade (3rd Edit. 1920) App. E. 
on “The British movement toward free trade" 
says: "It does not appear that any eminent 
economists maintained a position of hostility to 
the Factory Acts; though they were bitterly 
opposed by some writers who had a superficial 
knowledge of economics.” Я 
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nothing in its positive value as a 
science, and it has gained a great deal 
in its applicability and service to the 
rea. world in which we live, by reckon- 
ing with human and social factors as 
well as the "definite and exact money 
measurements of the steadiest motives 
(that is, those which can be measured 
best quantitively) in business life.” ? 
Even John Stuart Mill, in his rejec- 
tion of an early ambition to contribute 
to a more abstract science of economics 
&nd in his great work published in 1848 
which he called Principles of Political 
Economy with some of their applications 
to Social Philosophy, showed plainly 
the transition from the purely mecha- 
nistic concepts of the period dominated 
by the influence of the thinking and rea- 
soning of Adam Smith, Malthus and 
Ricardo to the social factors and the 
humanizing process that transformed 
economics in the hands of Marshall 
and his contemporaries in England and 
their colleagues in America at the 
beginning of the twentieth century. 


SocranL CONCEPTS 


Without further attempt to appraise 
the extent or value of this socializing 
process in economie theory, let us ask 
what are some of the concrete social 
concepts which are considered capable 
of definite measurement and are now 
affecting the scope, character and con- 
tent of economic laws. 

There are at least five of major 
importance, D 

(1) Собрегайоп as a factor in pro- 
duction, especially coóperation between 
labor. management and capital. 

(2) Standard of living and the 
maintenance of a national minimum in 
relation to wages and productivity of 
labor. 

(8) Stabilizing demand for so-called 
common necessities, or goods affected 


3 Marshall, Principles of Economics, Book 1, 
Chapter 2, 8th Edit. 1920. E 
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with a public interest, such as trans- 
portation, fuel, food, clothing and 
shelter, in relation to unemployment 
and interrupted production. 

(4) Industrial peace, and the public 
or non-participants’ interest. 

(5) Collective responsibility for the 
risks and hazards of industry assumed 
by labor, management and capital. 


Co6PERATION 


Coüóperation between labor, capital 
and management is increasingly recog- 
nized as a factor in production having 
important relations to productivity of 
the individual worker as well as of the 
industry. Hence it bears an important 
relation to wages, labor costs, the elimi- 
nation of waste, and profits. Such 
coöperation as is here contemplated is 
secured only where the machinery 
exists in an industry, or more frequently 
in a single plant, for full and frank 
conference between the management 
and their employees. It finds its full 
fruition when the usual labor contract, 
whether made with or through unions 
or with employees individually, is 
based on a more extensive knowledge 
on the part of the management of the 
cost and standard of living, the train- 
ing and ambitions, the racial and group 
peculiarities and sensibilities of the 
workers who supply both the skilled 
and unskilled labor which the industry 
or plant requires; likewise when it is 
based on a more thorough and intimate 
knowledge on the part of the workers 
of the economics of the business proc- 
esses, the cost accounting, market 
conditions, etc., affecting the product 
of the business. 

Such coóperation may directly affect 
unit costs of production and indirectly 
affect every other economic factor en- 
tering into or flowing from the produc- 
tion df economic goods. It means a 
great deal more than merely a necessary 
incident in efforts to secure industrial 
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peace. There are really a great many 
ways in which coóperation between 
employers and employees or between 
labor, management and capital is 
sought and being brought about. Shop 
committees, works councils, industry- 
wide councils and many plans growing 
out of experiments in industrial democ- 
racy are in actual operation in hundreds 
of plants and many industries through- 
out the United States and Great 
Britain: The progress of such experi- 
ments will depend largely on the 
initiative of employers and the recogni- 
tion of a new responsibility on the part 
of industry and management. The 
economie significance of such experi- 
ments will, therefore, vary with the 
extent to which a particular industry 
or industry as & whole consciously 
assumes responsibility for creating 
conditions that make for codperative 
relations. 


STANDARD OF LivING 


A second social concept that deserves 
and is receiving serious consideration as 
a factor in economic theory is that of a 
standard of living. Efforts to set up a 
standard of living as a measure of rea- 
sonable wages have been varied and 
have. already attained considerable 
success especially in industries operat- 
ing under governmental supervision 
and regulation. Thus the wage boards, 
provided in the minimum wage laws 
of several countries and of some dozen 
or more states and the authorities 
established in government controlled 
industries during the War as well as 
the commiss:ons or boards which regu- 
late wages or working conditions in 
publie utilities and in transportation, 
all give weight in their determinations 


4 Constructive experiments in indusjrial co- 
operation between employers and emplayees by 
Sam A. Lewisohn, Proceedings of the Academy cf 
Political Sctence, v. 9, No. 4, Jan. 1922, p. 1 ar 
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to the statistical data now available to 
show the fluctuations in family budgets. 
The aim, of course, is to find for differ- 
ent localities and for different indus- 
tries the minimum amount necessary 
to maintain a normal family of five in a 
state of health and physical efficiency 
and to regard this amount as a base 
below which the bargaining of the mar- 
ket shall not depress the normal level 
of real wages. The records of many 
wage boards reveal interesting results 
whenever representatives of employers 
and workers in any particular industry 
get together around a table and agrce 
upon the items that shall enter into a 
normal standard of living and the cost 
of those items. Invariably the total is 
greater than the market rate of wages 
in the industry investigated. This is 
true even where the standard agreed 
upon is conservative and more so when 
the standard includes, as it should, in 
addition to provision for health and 
physical efficiency, provision for savings 
or for insurance contributions to protect 
workers from the risks of unemploy- 
ment, invalidity and old age, and also 
adequate minimum provision for educa- 
tion, recreation and participation in 
community and citizenship enterprises. 
The data available for determining a 
subsistence wage are more readily ob- 
tained from the recorded experiences 
of working people than the data for 
ascertaining what is necessary to 
provide a moderate standard of com- 
fort and,economic security. 

Where workers are not given any 
assistance, either through strong unions 
or through minimum wage laws or 
through governmental protection, in 
their bargaining power with their 
employers, it is an open question 
whether marginal wages are not gen- 
erally fixed by industries that are really 
parasitic or by that part of an industry 
that is parasitic and would not exist 
ex¢ept for the tax it imposes upon the 
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community through the doles of public . 


and private charity. ‘Subsidized in- 
dustries may be necessary and justifi- 
able under clearly known conditions 
anc the recognition of a minimum 
standard of living in any industry or 
in any community is a valuable aid to 
the public knowledge of those condi- 
tions and will undoubtedly serve as an 
effective check upon abuses. A stand- 
ard of living, however, officially deter- 
mined and frankly recognized, serves 
a more important purpose, for em- 
ployers and workers alike, as a guide 
and measure of the productivity of the 
workers and the organization and 
management of an industry. 


COMMON NECESSITIES 


A third social concept which has 
attained even greater economic signifi- 
cance in all highly organized industrial 
communities is that which has segre- 
gated an increasing number of economic 
goods and services regarded as common 
necessities, or affected with a public 
interest, such as transportation, food, 
fuel, shelter and clothing. Here we 
find a stabilized demand. We also 
find that the distribution of population 
and the highly developed division of 
labor in modern industrial societies 
makes interrupted production and 
unemployment a more serious factor 
which cannot be dealt with satisfac- 
torily through the ordinary channels of 
free competition and the normal work- 
ing of the unrestricted law gf supply 
and demand. If uninterrupted pro- 
duction is to be maintained and the 
ordinary fluctuations in demand are 


successfully stablized, evidently a social, 


compulsion will be exercised and will 
profoundly affect the bargaining power 
of both labor and capital. This social 
compulsion may not go to the extent 
of conscription either of labor or 
capital. Compulsory military service 
and even the conscription of capital 


may become necessary and are recog- 
nized as legitimate in time of war when 
the life of the nation is at stake. No 
such principle, however, nor even social 
pressure which would violate’ the 
constitutional guarantee of а free 
people against involuntary servitude, is 
necessary or expedient in a peaceful 
industrial state. Other means are 
available and effective to achieve the 
necessary social pressure not incon- 
sistent with, but rather based upon, 
a broader concept of social and incus- 
trial justice. 

The present situation in the coal in- 
dustry in the United States furnishes a 
good illustration of the maladjustment 
of economic forces. In the production 
of soft coal especially there is a surplus 
of possibly 40 per cent of workers en- 
gaged in the industry over the number 
which can be employed, at living wages 
on anything like full time, to meet the 
market conditions of demand for that 
product; and likewise, there is a surplus 
of capital engaged in the operation of 
mines, which cannot be profitably 
operated at prices fair to the consumer, 
for coal which could be supplied by the 
more intensive operation of existing 
better mines. No solution for this 
problem seems possible except nation- 
alization of the mines or their operation 
under government supervision and 
control. The latter method might be 
achieved without nationalization by a 
plan of regional unification, regulation 
of prices, priorities of transportation 
facilities, and some scheme of setting 
aside a reserve fund out of the regulated 
price to compensate unemployed work- 
ers and unemployed capital invested in 
unused mines until such time as the 
surplus capital and the number of sur- 
plus workers could be gradually re- 
ducedeto what the industry can nor- 
mally‘use on a profitable basis. Regional 
unification coupled with regional com- 
petition along the lines contemplated 
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in the transportation act for the 
regulation of railways under govern- 
ment supervision, but with private 
operation, might be relied upon to 


| N protect the interests of the consumer. 


N thing is past. . . 
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InpustTriAL PEACE 


і А fourth social concept is closely 
allied to that of the segregation of 
iproduction of common necessities or 
goods affected with & public interest 
which we have just discussed, namely, 
the concept of industrial peace. The 
time has come, says Mr. B. Seebohn 
Rowntree, ‘‘for those who are respon- 
sible for the conduct of industry to 
think industrial peace, and to set it 
before themselves as an ideal to be 
realized, not in some far distant 
century, but now. Its realization is 
perfectly possible. . . . It cannot be 
secured by 'keeping the workman in 
his place.’ The day for that kind of 
‘ . There remains 
only one way to establish industrial 
‚ peace: It is to remove the occasions of 
‘industrial war.'5 Mr. Rowntree, him- 
self a large and successful employer 
vith considerable experience in public 
service in industrial relations on a 
national scale, speaks not only for his 
own country, Great Britain, but has 
outlined a detailed plan based on actual 
British experience and a scholarly 
economist’s analysis, observation and 
conclusions, based not only on British 
experience, but on a knowledge of the 
general economic factors of countries 
as varied in their industrial organiza- 
tion as Belgium, France and the United 
States, which, however, have so much 
that is fundamentally common in their 
industrial and economie processes.’ 
Industrial peace means & recognition 
of the force represented by the general 
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publie or the non-participants in the 
ordinary economic struggle. That part 
of the body politic, more numerous than 
all of the wage-earners and the share 
holders or investors involved in any 
single industry, or even in any group 
conflict in industry, but interested as 
consumers in the stability of all indus- 
try, has rights and the power to enforce 
them. These rights and publie opin- 
ion, which in the last analysis is deter- 
mined by the way in which they are 
respected, constitute an economic force 
which must be increasingly reckoned 
with. 


COLLECTIVE RESPONSIBILITY 


A fifth social concept which grows 
out of that of industrial peace and 
indeed is almost a corollary of it is that 
of collective responsibility for the risks 
and hazards of industry assumed by 
labor, management and capital. In 
other words, the public is gradually 
gaining a certain practical working 
knowledge of economic facts. As a 
result it is saying to wage-earners: We 
are prepared to assume as a collective 
responsibility, and to pay the cost in 
the prices we pay for the goods you 
produce, those risks of unemployment, 
of industrial accident, perhaps even 
of sickness, certainly of occupational 
diseases, invalidity and old age, which 
have heretofore fallen almost exclu- 
sively upon your individual shoulders 
and for which you are individually 
unable tq provide economically and 
adequately through such organization 
as you alone can effectuate. It is pre- 
pared to say likewise to management: 
Jf you will assume as a responsibility of 
industry, not merely the making of 
profits, but also the maintenance of 
standards, which will ensure social and 
industrial justice and a certain modi- 
cum, at least, of economic security for 
both the workers and the capital re- 
quired to keep your industry going; we 
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will back you up, pay the cost in 
reasonable prices and give community 
support to deal effectively with out- 
laws, brigands and pirates, who now 
operate to break down those standards. 


Such in brief are a few of the more 
important social concepts that are 
shaping themselves in the minds of 
an increasing number of people in 
democratic self-governing - industrial 
‚ states all over the world. Politicians 
may play with them and thwart 


them, and demagogues may seek to 


‘divert them to unholy uses; econo- 


mists, however, upon whom we must 
rely for ultimate guidance in deter- 
mining public policies, will reckon with 
them as new forces,of great promise. 
They may necessitate the rewriting 
of some of the older laws of produc- 
tion, distribution and consumption. 
They have already transformed the 
dismal science into a human scicnce 
of greater authority and of immeasur- 
ably greater service to humanity. 
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Property From a Christian Standpoint 


By RICHMOND DEAN 
Vice-President, The Pullman Company, Chicago, Illinois 


HRISTIANITY in industry, and 
in all dealings man to man, would 
cure many of our troubles, and prove a 
solution of much of the unrest now 
present in our body politic. This con- 
dition will only be brought about when 
the great majority of the people recog- 
nize the fact that all the teachings of 
Christ are clearly adapted to all condi- 
tions of life. These teachings are all 
simple, and the maxims set forth are in 
language that can be understood by all; 
they are intensely human, and conse- 
quently entirely practical. 

We are all inclined to look upon 
thingsreligious as pertaining to churches 
only, but fail to realize that they should 
be a part of our daily life, and, if in- 
troduced in our dealings with each 
other, would tend to smooth the way 
and make life more pleasant for all 
mankind. Peter in his teachings says: 


Honor all men. Love the brotber- 
hood. Fear God. Honor the King. Ser- 
vants be subject to your masters with all 
fear, not only to the good and gentie, but 
also the forward. 


^ 


It seems so easy to follow the straight 
and narrow path, and yet many of us do 
not do so; for, while the great majority 
of mankind is honest and unselfish, 
there are three forces which actuate a 
number of people, and which contrib- 
ute largely to the unrest and unsettled 
conditions now existing; these forces 
are: greed, selfishness and dishonesty. 
These forces are not confined to any 
one class, but exist in all society. This 
results in the “human equation" avhich 
must be taken into consideration‘in all 
dealings between humankind, and it is 
in the endeavor to control these forces 
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that Congress and legislatures enact 
so much legislation, a great deal of 
which is useless. Mankind can per- 
haps be controlled by such laws, but no 
legislation ever enacted can make an 
honest man out of a dishonest one. 
We must, then, in the solution of our 
problems, recognize and, as far as pos- 
sible, deal with this “human equation.” 


ELEMENTS NECESSARY TO 
PRODUCTION 


. Three elements alone result in pro- 
duction; these are management, labor 
and capital. The absence of any one 
of these elements nullifies the endeavor 
of the others, and renders their efforts 
fruitless. It follows that each of these 
elements is entitled to a fair and rea- 
sonable daily wage, and, if after the 
payment of this daily wage to each, 
there should remain a surplus, such 
surplus should be divided in a fair and 
equitable manner between the ele- 
ments that produced it. у 

It is, however, а well known fact 
that neither management nor labor will 
contribute to any deficit which may 
occur from the operation of a business, 
and it is then only fair that before any 
surplus resulting from the year’s opera- 
tion is djvided, there should, in all 
fairness, be deducted and set aside a 
certain percentage of such surplus to 
insure the daily wage of capital in 
ears when a deficit occurs; for it is not 
reasonable to expect one element to 
bear the total burden of a deficit. 

The year 1921 is a forcible illustra- 
tion of this condition, for if many of 
the large companies had got provided 
for “the rainy day,” and accumulated 
а ltrge surplus, they would have been 
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forced to suspend operations, in which 
event there would have been no em- 
ployment for either management or 
labor. 

It is admitted labor can often sug- 
gest methods that will result in econ- 
omy and efficiency; it is therefore logi- 
cal that it have some voice in the con- 
duct of that part of the business which 
relates to its endeavor, and to this end a 
committee of the three elements should 
meet frequently to discuss and decide 
the questions which arise in regard to 
thevarious phases of production. "This 
same committee, or a similar one, 
should pass upon all questions in re- 
gard to employment and discharge; and 
the committee should also be vested 
with authority to provide for the relief. 
of worthy employees who might be ab- 
sent on account of sickness, accident or 
causes beyond their control. If, how- 
ever, an employee is absent on account 
of laziness or debauchery, it is to the 
interest of all that his services be dis- 
pensed with; such relief should be a 
charge against the business. 

"Pensions should be coupled with an 
insurance feature, and the attendant 
expense should be participated in by 
all. Often a wife, or the immediate 
family, is left destitute on the death of 
8 pensioner under present methods. It 
is common knowledge that what costs 
nothing is not valued; furthermore, the 
participation in this expense is very 
likely to instill a spirit of thrift, which 
is much needed in our economic life 
today. 

Unions in themselves are undoubt- 
edly good for all interests concerned, 
but they should be internal. It is ae 
well known fact that unions, as we 
know them at present, have been in 
many cases shamefully subordinated 
to the personal interests of those 
charged witf the administration of af- 
fairs, and have resulted in graft, bomb- 
ing and even murder. A recent article 


by Prof. J. Laurence Laughlin, of the 
University of Chicago, entitled “The 
Perils of Labor,” sets forth the danger 
of this situation very clearly. 

Opportunity should always be af- 
forded to all, to obtain an interest in 
the business in which they are engaged, 
and we have many instances of those in 
a lowly, subordinate position climbing 
the ladder of success by industry, 
thrift and application. 

When our business is conducted as 
“our” business, in honor and fairness 
by all concerned, it is sure to succeed. 


Provision rog Harp Times 


Centuries of experience have demon- 
strated that at intervals there occurs 
what we call hard times; during such 
periods the natural law of supply and 
demand comes into play, and the result 
is depression in business and unem- 

ployment. Such periods can in the 
writer’s opinion be provided E in the 
following manner: 

The federal, state and ре 
governments are always making ap- 
propriations for buildings, roads, water- 
ways and various other improvements, 
most of which are not urgent, and can 
be held in abeyance without detriment 
to the public. Under such conditions 
the appropriations should be put in the 
hands of trustees, chosen from the peo- 
ple of the community concerned; then 
in times of depression these funds can 
be used to furnish work for the unem- 
ployed until business revives, to the 
extent that there is work for all. This 
plan, I am sure, will not appeal to those 
politicians who are in politics for what 
is in it for them individually. 

There is a proportion of people, who, 
through causes beyond their control, 
are not able tc earn their daily bread; a 
part of these can be trained, or rather 
educated, to certain trades or profes- 
sions; and the education, care and 
maintenance of the incompetents, hand- 
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icapped persons, and dependents of all 
kinds should be provided for by the 
community in which they reside. It 
should not be considered that the care 
and maintenance of such people is the 
duty of persons inclined to philan- 
thropy; it is in reality a solemn obliga- 
tion of the entire community. 
The Ten Commandments undoubt- 
| edly furnish the basis of all laws, and 
| that being the case, the people gener- 
' ally should know and heed the injunc- 
tions which these commandments so 
clearly and simply set forth. If this is 
followed by the majority of people it 
would render unnecessary the maze of 
man-made laws, which affords an op- 


portunity to advantage the vicious who 
take occasion to hang their cases on 
sophistries and technicalities, and by 
such means defeat the very law enacted 
to control them. In fact, a change in 
present conditions must be brought 
about by a change within and not from 
without. Laws must be enacted to 
control and punish the vicious, but such 
laws should not work a hardship on the 
honest and just, as they sometimes do. 

Above all, we must endeavor to re- 
place envy, hatred and malice with 
tolerance and forbearance in our deal- 
ings with each other. None of us can 
hope to be perfect; such a condition is 
not within human attainment. 
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Ап Employer’s View of Property 


By Henry S. Dennison 
President, Dennison Manufacturing Company, Framingham, Massachusetts 


HE Christian ethic makes de- 

mand upon all men to act as ifina 
brotherhood. If this demand is to be 
granted any practical meaning it must 
be that each man’s life is expected to 
Celiver its maximum service towards 
the truest good of all men. To ap- 
proach this objective each man must 
be more and more nearly fitted into the 
place best suited to his abilities, and 
spurred by the influences most appro- 
priate to his make-up; and all men, but 
especially leaders, must have a more 
definite, more practical, and more uni- 
form notion of what does actually tend 
towards the truest good of all. 

If there can be any such applied 
science as social engineering, its ulti- 
mate objective cannot differ much 
irom this demand of the Christian 
ethic. The problems of the ownership 
and of the control of property are for 
the Christian teacher and social engi- 
neer alike problems of organizing the 
forces and influences which work upon 
men so that they will lead towards a 
progressively greater utilization of the 
powers of each individual for the deep- 
est good of all. 

Of the two commonly accepted privi- 
leges attaching to the ownership of 
property, control of its use and owner- 
ship of its fruits, the formes can most 
profitably receive the present focus of 
attention. Only if long and ingenious 
efforts should fail to modify the con- 
trol of wealth would ownership of the 
fruits of wealth constitute a problem; 
namely, the problem of the basic rights 
of ownership, so long debated by social- 
ist, communist, and individualist, with 
high passion and meager profit. 

It is admitted as a basic theory in all 
democratic communities that theré are 
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somewhere limits to the freedom with 
which one can control his own property, 
bounds beyond which he cannot “do 
what he likes with his own,” though 


the variety of its definite applications , 


obscures the basic unity. Ordinarily 
we hear that every man’s right is to do 
as he pleases with his own so long as he 
does not intezfere with the rights of 
others, the rights of others being of 
course to do as they please with their 
own, short of similar interference. At 
best this can cover only the simplest 
situations and can give no help where 
rights conflict or where a democratic 
society must decide to what extent it 
will guard ownership and protect its 
transfer. A Christian society which 
does not go further than this would war- 
rant the few who own material wealth 
in withholdirg it to the beggary or 
death of the zest. 

The Christian ethic cannot allow the 
use of property to the harm of another. 
Can it approve its use for anything less 
than the greatest service which may be 
practicable? Doing actual harm and 
withholding good never differ more 
than in degree and are sometimes 
indistinguishable; and if both Christian- 
ity and social engineering demand that 
each must deliver his maximum service 
to all, the limits to what one may please 
to do must crowd so close to his duties 
that we may as well say at once that 
“he may do what he ought with his 
own.” 

Precisely what ought he todo? Can 
we, who with difficulty see ahead twelve 
months, who know little or nothing of 
the dynamics of our present structure, 
attefnpt to define some form of social 
structure which might be called a goal? 
It is out of all reason. We can, how- 
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ever, see present imperfections, and 
work towards their elimination. We 
ean use property for greater service 
even when we cannot yet picture its 
greatest service. We can choose con- 
tinuous progress rather than attain- 
ment as the object of our striving. If 
¡we can see how to increase the use of 
| the talents and properties of men for 
| the deeper good of all, or how to in- 
| crease the extent of unselfish purpose 
(that store of energy which drives us 
out of beastdom), we may safely leave 
detailed drawings of some future social 
structure to the utopians. 

For progress must be recognized as 
the product of good purpose and struc- 
tural improvement; when either factor 
is zero the product is zero; when one 
factor is negative, the result is negative. 
In none of our efforts towards the 
greater welfare of man can this fact be 
forgotten. Both structure and pur- 
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pose must be strengthened, and, in a 
democratic type of society, strength- 
ened broadly throughout the group. 
For if autocracy can get a high degree 
of initiative in the men at its top, 
democracy finds & greater total in 
lower degrees throughout its whole 
mass. 

The doctrine of brotherhood, which 
is implicit in any belief in the father- 
hood of God, confirms the tenets of 
sound social engineering in demanding 
of the possessors of skill, of talent or of 
properties, that they be used in steadily 
increasing measure in real and true 
service to mankind. It demands of 
men of power and ability such a direct- 
ing of the work of all men that their 
good services may increase and their 
good purposes strengthen. It de- 
mands of each man a continuous broad- 
ening of his own good purposes and 
their consecration in service. 


Industrial Conditions as a Community Problem With 
Particular Reference to Child Labor 


By FLORENCE KELLEY 
General Secretary, National Consumers’ League 


S any more serious problem con- 
ceivable than the inability of a 
nation to protect and cherish its youth? 
Is our nation confronted today by this 
problem? Is this the unavoidable con- 
sequence of the recent decision of the 
United States Supreme Court that the 
second federal child-labor law is, like 
the first one, contrary to the Constitu- 
tion? One object of this article is to 
state the reasons for the belief that 
this is the unavoidable consequence of 
this decision, and to suggest solutions 
which, though partial, may prove to 
be valid as far as they go. 

It may be argued that the mass of 
American children are doing fairly well, 
that it is only the limited group of the 
child workers who suffer. But is not 
hardship consciously and continuously 
inflicted upon one part of the people, 
contrary to every ideal of democracy 
and of modern morality? Especially 
when the victims are defenseless be- 
cause they are both young and poor? 
And when their numbers are increasing 
with extreme rapidity? And when the 
dangers to which they are exposed grow 
constantly more threatening? 


NEED or FEDERAL Снио-Глвов Laws 


When the United States Supreme 
Court held the first federal child-labor 
law contrary to the Constitution and 
therefore void, children whose names 
had been listed in advance were called 
into cotton mills and tobacco factories, 
canneries and glass works, on that same 
day. They began to work on the follow- 
ing morning as their elder brothers and 
sisters had done before the law was 
passed. The Supreme Court has now 
held the second child-labor law un- 


constitutional, and again the young 
children have gone back to work in the. 
mills, Soon they will again be working ' 
in factories, workshops, mines: and 
quarries. Yet the arguments in favor of | 
the passage of the first bill still hold. 
And every fact which led Congress to 
pass the second bill calls, as urgently as 
it did then, for the strong hand of the 
government to guard equally in every 
part of the country the children who 
are the nation of tomorrow. This 
Republic is One. 

In enlightened states, the decision 
makes relatively little difference, for 
there state laws go farther than either 
federal measure went. In general, 
however, it is true that & federal mini- 
mum law facilitates farther advances in 
the more enlightened states. It is in 
the less enlightened states that the 
children suffer. Where mob law reigns, 
what hope is there for local enforce- 
ment of local child-labor statutes, or 
for compulsory education? Where the 
Commandment, “Thou shalt not kill," 
and the statute against murder are 
alike unheeded, who taxes himself to 
pay efficient local truant officers and 
high grade state factory inspectors, to 
interrupt children engaged in earning 
wages for their parents and creating 
profits for their employers? 


The War told the story. The sec- ' 


ond federal child-labor law followed 
promptly upon the nullification of the 
first. For the ugly facts of our native 


illiteracy, our sickly, stunted and de- 


fective recruits from the North and 
Soufh alike were ftesh in the public 
mind, revealed by the draft. 

For three years, 1919-1922, while 
federal inspectors enforced the child 
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labor laws in Mississippi as in Oregon 
and violators knew that federal courts 
and the federal Treasury guarded the 
children, parents and older youth were 
in demand as wage-earners. During 
that period children below the age of 
fourteen years did not compete against 
their fathers and mothers in the narrow 
range of occupations covered by the 
statute. 

This nation cannot plead ignorance. 
It knows the need of uniform child- 
labor legislation, and from three years’ 
fresh experience it knows the value of 
federal enforcement. The first federal 
child-labor law became effective Sep- 
tember 1, 1917. It was declared uncon- 
stitutional June 3, 1918. The second 
one became effective April 25,1919. It 
was declared unconstitutional May 15, 
1922, after being in force three years 
and three weeks. 

Before attempting to get a federal 
measure, state laws had been tried for 
more than eighty years and found 
wanting. A crazy quilt of them al- 
most covered the country. In general 
the better and more widespread the 
good state laws, the greater the in- 
justice to the unprotected child toilers 
in the backward states. How can a 
vast democratic, industrial Republic be 
expected to live, if its children are 
treated according to forty-eight dif- 
ferent standards? In Ohio children go 
to school to the fifteenth or sixteenth 
birthday, helped by mothers’ pensions 
if the normal breadwinner is dead or 
disabled. In the state of Washington 
children are enabled by the workmen’s 
compensation law to continue (to the 
sixteenth birthday of the youngest 
member of the family) to live in the 
home that their breadwinner was 
paying for when he met death in his 
employment. There the state, if 

1 In June 1882, forty years ago, the writer filed 


as a graduating thesis at Cornell University, a 
study of the Child and the Law, which was 


necessary, enables the family to keep 
up the payments, and collects the sum 
from the insurance fund of the em- 
ploying industry. How can our na- 
tion persist if, by contrast with such 
provisions as this, it lets children in 
states more highly developed industri- 
ally thàn Washington work ten, eleven 
or twelve hours daily, and if they are 
subjected to this strain without sick- 
ness insurance or efficient compen- 
sation laws and with only a meager 
minimum of public provision for their 
education? 

Without reasonably uniform justice 
and cherishing, the children cannot 
thrive, or later serve the Republic. 
For this the one indispensable requisite 
is a federal law based upon an amend- 
ment to the federal Constitution. If, 
as interpreted by eight Justices,? the 
Constitution makes the federal law 
impossible today, if it serves as a pre- 
text for restoring young children to 
their exploiters, and gives federal 
sanction to overwork of older children, 
clearly that Constitution, 148 years 
old, must be modernized. No ancient 
instrument is sacrosanct which imperils 
the nation by imperiling its youth. 
The Constitution adopted in 1789 is 
older than the earliest American textile 
mill. 

No theory of the distribution of 
powers of government is sound, which 
ignores injury to boys and girls, such as 
the textile, tobacco factories, canneries 
and glassefactories have inflicted con- 
tinuously, except during the brief 
period of federal safeguarding now 
ended by the decision of May 15. 


War Dors Nor Inpusrry Pay Its 
Fonz Costs? 


Since the close of the War, in the 
short period since November 1918, 


published in the International Review. A part of 
the material then used dated back forty years. 
2 Mr. Justice Clark dissented. 
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ours, already the largest in volume, has 
become the most dangerous industry in 
the world through the exposure of 
men, women and children to poisons 
new in America. On an enormous 
scale we have taken over the German 
poisons (dyes and solvents) without 
the safeguards which the Germans had 
been evolving and applying step by 
step as the industry developed.! 

The Women’s Division of the New 
York State Industrial Commission is 
now making a study of 2997 cases of 
compensation paid for injuries to mi- 
nors under eighteen years of age in New 
York State in 1919. "This study em- 
braces only injuries which have kept the 
person involved out of work two weeks 
or longer. It is indicative of the pre- 
vailing lenient view of the responsibil- 


ity of the industry for this suffering, 


that these are still officially called ac- 
cidents which should always, if only for 
the sake of straight thinking, be called 
injuries. Nothing preventable should 
ever be called an accident. 

The proportion of young workers 
grows with the evolution of machinery 
' and the simplifying of processes, and 
the younger the workers the greater 
the danger from both machines and 
poisons.? It is precisely at the silly, 
adventurous age that the young work- 
ers are allowed by our statutes to leave 
school and enter industry. 

Because the father’s income is in- 
sufficient the children work. In the 
textiles the wage unit has always been 
the family. Fathers have never ex- 
pected to be the sole support. Under 
the pressure of competition the child 
becomes the means of its own undoings 
and contributes to that of its family. 
That dependence upon the children's 
earnings which was once the especial 
disgrace of the textile industries has 

> This change has been made widely known by 


the publications of Alice Hamilton of the Faculty 
of the Harvard Medical School. 


spread far and wide to other occupa- 
tions. 

It is impossible adequately to char- 
acterize the sinister significance df our 
having virtually no compulsory sick- 
ness insurance, and no uniform work- 
men’s compensation. It is a measure 
of the cynicism of the indifferent public. 
It is an index of the absence of states- 
manship among those social workers 
who devote themselves to repairing 
and providing for the charitable main- 
tenance of industrial wrecks, instead of 
stimulating industry to make itself safe 


and healthful by compelling it to pay, 


for its heavy share of the disease and 
disaster befalling breadwinners whose 
withdrawal causes boys and girls to be- 
come wage-earners. 

The fact that we lack such sickness 
insurance and uniform adequate com- 
pensation is incessantly brought before 
our minds by the multiplying efforts to 
apply to the rehabilitation of industri- 
ally handicapped people the new skill 
and the broadened resources developed 
during the War. What is better ad- 
vertised than the widespread effort to 
rehabilitate the industrially handi- 
capped? But why do we first allow in- 
dustry to handicap them? 

To get compensation, even where 
there are laws, always means a strug- 
gle. The injured person is hampered 
by one time-limit within which the ap- 
plication of the victim, whether himself 
the sufferer, or the survivor of the killed, 
must be made, and another (fourteen 
days in New York State) before which 
his effort cannot begin. If the disa- 
bility lasts no longer than fourteen days 
the burden must be borne by the suf- 
ferer; no compensation is forthcoming. 

The injured is further hampered by 
technicalities in the presentation of 
compensation claims. Rules there 

2? See the series of articles entitled “The Iron 


Man,” by Arthur Pound in the АЦапне Monthly, 
1921-1922. 


INDUSTRIAL CONDITIONS AS A COMMUNITY PROBLEM 63 


must be, of course. But many existing 
ones are indeed Lard to explain to the 
naive sense of justice of young working 
people. 

There is even some danger for the 
workers to be .guarded against where 
mothers who are entitled to industrial 
' compensation receive civil pensions. 
` If the pensior is granted without suf- 
ficlent investigation, the negligent em- 
ployer may escape without paying his 
fair continuing share for the loss of the 
normal breadwinner. The stimulus to 
the employing corporation to make the 
place of work safe is then lost, and the 
taxpayers’ contribution to the welfare 
of bereft mothers may fail to enable 
them to rema‘n at home with the chil- 
dren. Because the financial burden 
here falls in the wrong place, uvon the 
taxpayers insteac of the recklessly con- 
ducted industry, we see families both 
receiving allowances from public funds 
and doing work in the home, mother 
and children together, for the sweated 
industries. 

It is obviously because they ere poor 
that the mothers are subjected to this. 
If they were in a position to command 
wise advice they could better cope with 
the difficulties of the compensation 
laws and escape the clutches of the 
sweating system. Verily the destruc- 
tion of the poor is their poverty! But 
why do we Americans allow our in- 
dustries this unhallowed freedom to 
produce poverty as a regularly ac- 
cepted by-product of industry? 


Were Doss тн Trousie Lin? 


There is much painful conflict in the 
public mind. People who have faith- 
fully struggled for effective child-labor 
laws are asking themselves the question: 
Is it truly the Constitution which is the 
enemy of the wage-earning childrem and 
therefore of the future of the Republic? 
Or is it a mere political theory? Or is 
it the humble willingness of the people 


to sacrifice the children to a усы 
theory of government? 
In general the trouble seems to M 


_twofold. There is this old slaveholders' 


dogma that the states must be free to 
make a nation-wide institution of the 
wage slavery of children as they once 
attempted to make chattel slavery na- 
tion wide. The second element seems 
to be our callous acceptance of the fact 
аз inevitable and permanent that, 
throughout wide areas and in many 
forms of default, industry does not pay 
its own full costs. 

Secretary Hoover recommended to 
the National Conference of Social 
Work at Providence on June 27, 1922, 
that they make one more combined ef- 
fort to deal with child labor state by 
state. Then after another demon- 
strable failure a Constitutional amend- 
ment should be tried. This idea is 
utterly immoral and wrong. The 
children, according to this, are to go 
back to their slavery while our nation 
makes further effort to do the impos- 
sible,—to assure to them the equal 
protection of the law under forty-eight 
divergent legislatures. After it is con- 
clusively shown that they are again 
suffering stupefaction and physical 
injury, the slow task of amending the 
Constitution may be undertaken. 

Morons are now authoritatively 
described as persons incapable of learn- 
ing from experience. Should we not 
show ourselves to be a nation of 
morons if, after eighty years of effort 
which we definitely abandoned in 1906 
when we introduced the federal child 
labor bill into Congress, we should now 
return to that fundamentally dis- 
credited method? 

The time to save the working chil- 
dren of the United States is now. 
Underlying everything is the wanton, 
wholesale sacrifice of their bread- 
winners. For it is still the rule that 
fathers maintain their children. 
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While we enact the amendment we 
must strive also to remove the evils 
sketched above. And may we be for- 
given if we reiterate the ungracious 
query: Where have the social workers 
been throughout the long struggle to 
compel the guarding of life, limb and 
health in ihdustry? Who have helped 
except the American Association for 
Labor Legislation, the Consumers’ 
League, the Child-Labor Committee, 
and the labor organizations? 

The possibilities of state regulation 
were exhausted before the federal laws 
were passed. The possibilities of fed- 
eral regulation appear to have been, 
for the present, exhausted. To solve 
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this grievous moral problem, what re- 
mains is, therefore, to enact a federal 
child-labor amendment. With voting 
mothers and teachers added to the men 
who elected the Congress which passed 
the federal child-labor laws, it is'rea- 


sonable to hope that the achievement 


of this amendment may be speedy. 

' Tf with the passage of time, and the 
unimaginable changes in American in- 
dustry since 1789, the Constitution has 
become an obstacle to righteousness, 
as it was once held to be the bulwark 
of chattel slavery, let us profit by the 
tragic teaching of the Civil War, and 
mend our ways and our fundamental 
law before it is again too late. 


The Employers’ Responsibility to the Community 


By Sam А. LegwisOHN 
Of Adolph Lewisohn & Sons, New York City 


N any discussion of the employer’s! 
relation to the community, local or 
national, we must be careful to keep in 
mind that he is part and parcel of the 
community. His relation to it is not 
to something outside himself, but to 
something of which he is an essential 
component. A socially healthy com- 
munity, local and national, reacts upon 
his well-being as much as it does upon 
the well-being of any other member 
of the community. I emphasize this 
because there is a tendency in some 
quarters to regard the employer, 
particularly in his relation to the local 
community, as a commanding officer of 
an army of occupation. His proper 
réle is that of an influential citizen and 
neighbor—a citizen and neighbor pos- 
sessed of great power for good or evil. 
This influence and power comes be- 
cause under the capitalistic system 
executive control over production is 
decentralized, and at least to a large 
degree is disassociated from our politi- 
cal system. Ја order to preserve the 
initiative and adventuring instinct of 
the individual business man, it has been 
deemed advisable, particularly in this 
country, not to impinge upon his sphere 
of power. This decentralization has 
its obvious advantages in efficiency, 
and disadvantages to those who be- 
lieve in carrying democratic tenets to 
their logical conclusion. But it is un- 


1 When I speak of employer, I refer either to 
the hierarchy of executives in a corporation or to 
в proprietor owner. Of course, in the case of a 
proprietor owner the relation to the local com- 
munity is apt to be more intimate than that of a 
large corporation, but the resident manager of 
a large corporation can and often does act as a 
substitute for the proprietor owner 
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necessary to discuss the pros and cons 
here. 


PUBLIC SERVICE 


Now with influence and power come 
opportunity and responsibility—in this 
case, of helping the particular com- 
munity to help itself. I have said op- 
portunity advisedly, for effective public 
service is always an opportunity. I 
have said responsibility, for it is a 
definite duty which cannot be shifted to 
anyone else; a duty which should be 
regarded not as a by-product of the 
business adventure, but as an integral 
part of that adventure. For a really 
modern-minded employer realizes that 
making money is only one part of his 
activity, and that his position logically 
includes the responsibility of develop- 
ing and leading both his internal or- 
ganization and that portion of the 
community with which he comes into 
contact. It is the old story that 
“charity begins at home,” only charity 
is, to say the least, an inappropriate 
term. As Mr. Glenn Frank puts it, 
"Statesmanship in business has come 
to be adjudged worthier of a real man's 
mettle than philanthropy outside busi- 
ness" І am thinking of the story re- 
lated by e liberal English employer. 
He tried to convert & fellow employer 
to his point of view in relation to these 
matters. The answer was “Well, 
you've got your hobbies and I have 
mine.” Employers must be made to 
realize that attention to these matters 
is not a fad but a natural element in 
their careers as employers. There is 
little to be said for the theory advanced 
by negligent employers on one hand, 
or by some radical doctrinaires on the 


other, that a policy of “hands off” 
everything which concerns employees 
after factory hours is desirable or 
possible. 


BUILDING a Community 


It is unnecessary to go into a detailed 
statement of the specific problems 
which face each employer. The main 
thing is the spirit in which the problem 
is approached. If the particular in- 
dustry is located in a community that 
is already well developed the task of 
the employer is relatively easy. His 
relation to it is then that of any other 
influential citizen, that of helping to 
develop what has already been es- 
tablished and of acting asaleader. On 
the other hand, where an industry is 
located in an isolated region, the em- 
ployer has the task of building a 
healthy community from the ground 
up. 

To suggest some of the concrete 
duties there is first, that of seeing that 
in some manner proper housing facili- 
ties are developed; second, to see that 
some center, such asa clubor Y. M.. C. A., 
is provided for social life, and to do 
everything else that is possible to 
promote a healthy social life; third, to 
see that educational facilities are ade- 
quate, including facilities for adult 
education, particularly in connection 
with the teaching of English to the 
foreign-born; fourth, to see that the 
town is provided with adequate munic- 
ipal facilities such as streets, sewers, 
etc.; fifth, in some cases to provide 
coóperative stores. 

In any community developed or un- 
developed the situation requires & 
particularly high degree of tact, for it is 
very easy to have a desire to serve the 
community appear to the community 
like а desire to patronize and dominate. 
Е there is any one thing an employer 
must remember it is that just because 
of his position of power and influence 
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he must be tactful. If I were to add a 
commandment particularly applicable 
to employers it would be “Thou must 
be tactful.” 

Some employers take a paternalistic 
Lady-Bountiful point of view. Often 
it is the very same employer that talks 
about the necessity of a “sturdy indi- 
vidualism." J have in mind one very 
well meant experiment in this direction. 
The company in question bought up 
the particular town in which they were 
operating and built quite a remarkable 
and beautiful town from an architec- 
tural point of view; but there was some- 
thing about the way in which the town 
was conducted which made every 
individual in that town feel that he 
was & minion of the powers that be. 
For all their trouble instead of a well- 
satisfied community the employers had 
created a dissetisfied community. If 
employers would only exercise a little 
imagination and cultivate a sense of 
humor they would steer clear of assum- 
ing the róle of feudallords. Let them 
put themselves in the position of the 
men under them; let them think how 
they would feel if their positions were 
reversed; let them think of their youth 
and their resentment at any interfer- 
ence with their independence, and they 
will realize how delicate are their rela- 
tions to the community. 

In other cases it is not so much a 
matter of patronization as that of bad 
judgment. A Y.M.C.A. was built in 
а community in which several employ- 
ers were located and in which the 
majority of the employees were Roman 
Catholics. Naturally it was not well 
patronized. An industrial club in this 
instance would have been much better. 
In this particular instance the lack of 
judgment was self-evident. I cite it to 
indiefte that each situation must be 
studied separately. This is in no way 
to disparage the work of the Industrial 
Y. M. C. A. Tn fact it has a distinct 
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advantage—that of not being under 
company control and of being demo- 
cratically administered. A Y.M.C.A. 
is therefore usually much more effective 
than a company-built club, particularly 
in & town in which only one industry is 


located. For no matter how much a ' 


company tries to keep its hands off, 
there is always the suspicion of com- 
| pany control. 


Houstne Facirrrizs 


The question of housing, of course, is 
a very difficult one. Company-owned 
houses have their obvious disadvan- 
tages. On the other hand, to leave 
the problem of housing to outside in- 
fluences is often obviously ill-advised, 
and to ask an employee to own his own 
house is often an injustice for various 
reasons. Where it is feasible some 
scheme of copartnership housing should 
be installed so that the employees have 
the benefit on the one hand of the 
fceling of ownership and at the same 
time know that their ownership is of 
such an elastic nature that they can 
quickly dispose of their holdings. 
Where it is necessary to have the com- 
pany build its own houses for the com- 
munity the situation should be handled 
in such a way that there is no suspicion 
of patronization. 

'The specific facilities are not as im- 
portant as the spirit in which the em- 
ployer acts. It is human nature, 
particularly in a democratic country, 
to prefer inadequate facilities where we 
feel free from the taint of patronization 
to adequate facilities which we procure 
at the cost of being patronized. Nor- 
mal human beings do not want things 
done for them. What they desire is an 
opportunity to do things for them- 
selves. In connection with adult edu- 
cation particularly, care must be taken, 
as has so often been pointed out, that 
so-called Americanization work is not 
conducted in a manner to build up 


resistances. If properly led, foreign- 
born groups willtake care of themselves. 
Anything that suggests discredited 
“welfare” methods should be avoided. 

This is not the place to discuss the 
relation of the employer to his internal 
organization but it is of course patent 
that the end in view—a democratic 
upstanding local community—cannot 
be developed unless the internal condi- 
tions of the particular industry are 
sound. Adequate wages, or at least as 
adequate as possible, reasonable hours 
of work, a certain amount of security, a 
voice in determining wages and work- 
ing conditions through works councils 
or conference committees, proper up- 
grading and training systems which 
serve to make the job a career, modern 
and well-worked-out personnel admin- 
istration, in short, everything that goes 
to make for esprit de corps reflects itself 
in the life of the particular community 
in which the industry is located. What 
the relation to trade-unionism should 
be depends upon the particular cir- 
cumstances. ‘This is not the place for 
an extended discussion of this question. 
Suffice it to say that employers should 
approach this question in an unbiased, 
open-minded spirit, which, unfortu- 
nately, too many of them have 
lacked. 

Thus far we have discussed the op- 
portunities of constructive leadership 
that are afforded to employers, the 
chance іо do big things in improving 
the socialefabric. This is the side of 
the relations of the employer to a com- 
munity that I would like to stress. 
But there is another side to these rela- 
tions which must be viewed, and that 
is those things which the employer 
must not do. 


Respect ror Inprvinvar Влентв 

Just because the employer has power 
and influence which are extra-political, 
he rhust be scrupulous not to exercise it 
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so as to impinge upon the political 
rights of the individual. As an Anglo- 
Saxon nation we are jealous of these 
rights. In the interests of efficiency 
we have given a grant of power to the 
individual producer and adopted a 
more or less laissez-faire policy. But, 
on the other hand, we are determined 
that efficiency does not go so far as to 
endanger the political rights of the 
individual. In using the term “politi- 
cal rights” I include, of course, the 
right to join and assist in the prganiza- 
tion of trade unions. It is essential 
that not only must these rights be 
preserved but there must not even be a 
remote feeling that there is any tend- 
ency to coerce or dominate. This 
principle is particularly true of the rela- 
tion of the employer to the local as dis- 
tinguished from the larger community. 
I am not here referring to gross viola- 
tions of these rights involving the use 
of physical coercion. Nor am I refer- 
ring to any attempt to interfere with 
free speech or free assemblage by the 
improper use of local authority. It 
seems superfluous to comment on such 
flagrant and indecent transgressions of 
the spirit and the letter of our institu- 
tions. Aside from its inherent vicious- 
ness, the instigation or countenancing 
of such methods on the part of men sup- 
posed to be leaders, lays the foundation 
for general disregard of law and order. 
In spite of the wide publicity they re- 
ceive, such violations are, I think, rare 
in proportion to the great bulk of our 
industrial activity. I am referring to 
more subtle and indirect infractions. 
Closely akin to this duty of employ- 
ers not to encroach upon the political: 
rights of the individual is their duty not 
to infringe on the social freedom of a 
community or of their employees. It 
is of course perfectly proper for an em- 
ployer, and in fact his duty, to exercise 
his influence in an open manner and 
to attempt to create а common-sehse 
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point of view in various matters. A 
“hands-off” policy is undesirable as 
I have indicated above. He must be 
careful, however, not to create the 
impression that he is trying to take 
advantage of his position. 

As a business man, I realize the 
difficulties that must be faced by any: 
enterprise in its relation to the local 
community. There are often demagogic 
and other influences which attempt ' 
to stir up trouble for an undertaking 
that has everv right to be protected, 
but the fact that there are difficulties 
to be faced is no reason for acting in a 
tactless, arrogant spirit. Any modern 
employer conscious of the spirit of the 
times—conscicus that feudalism is а 
thing of the past—will be able to act as 
a real leader of affairs in his community. 
If the community once realizes that no 
attempt at paternalism is made, it is 
comparatively easy to obtain its re- 
spect and loyalty. 

And here let me suggest that the 
deleterious effect of capitalistic ex- 
ploitation as such, upon individual and 
social life, is largely a figment of the 
imagination of those who have stressed 
this view. Even where conditions are 
unfavorable and the management has 
been harsh and unprogressive, life in a 
backward farming community is raised 
by the introduction of industry. I 
have one particular incident in mind 
where a “hill-billy” from a West 
Virginia town where abuses of various 
kinds existed, even though he com- 
plained of the unfair methods used by 
the employing groups, testified to the 
great improvement to his personal 
development that had been brought 
about by the opportunity afforded him. 

In any event, where the management 
has been progressive and alive to its 
opportunity for leadership, the stand- 
ard of the community is often raised to 
a very marked degree. As a graphic 
example I might mention a certain 
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community which has been established 
in a locality where there was formerly 
only very sparse farming. The entire 
community has been developed and 
improved socially and morally. This 
particular industry from the beginning 
has only paid about 3 per cent on 
capital to the stockholders but has 
paid $22,000,000 in wages over a 
period of 22 years. In this particular 
community there has been buiit up a 
real feeling of loyalty to the company 
but the relation is not a feudal one. 
There has been no suspicion of patroni- 
zation. The company has been care- 
ful to respect the sensibilities, social, 
political and ctherwise, of the people 
in the community. The result is an 
upstanding community and a sound 
situation for the company generally. 


To sum up the preceding discussion, 
the relation of the employer to the 
community is of a dual nature. There: 
is an affirmative side in the opportunity 
afforded of acting as a center of activity 
in the moral, social and cultural 
development of the country. There is 
a negative side in the obligation not 
to use the power inherent in his po- 
sition so as to encroach upon the 
sphere of political rights of the indi- 
vidual. In both phases the exercise of 
tact and imagination is an essential 
element. 

Unfortunately there are far too few 
employers who follow these principles, 
though it is impossible to make a 
quantitative estimate. What we need 
here, as elsewhere, is & process of em- 
ployers’ education. 


Labor’s Responsibility to the Community 


By Rev. Јозерн Hussem, S. J., Рн.О. 
Associate Editor, America 


ROMOTION of the common wel- 

fare is equally the duty of all 
classes of society. “Each for all and 
all for each” is the only acceptable 
ideal for any commonwealth. All just 
rights, whether of individuals, private 
groups, or the community, are sacredly 
to be guarded; yet in every clash of 
economic interests those of a merely 
private nature must invariably yield 
to the demands of the common good. 
Such are the first principles of social 
life on whose recognition human wel- 
fare depends. 

There is clearly no difference in the 
binding force of these principles as they 
apply to capital and labor. Yet in 
each case they carry with them a dis- 
tinctly different group of responsibil- 
ities. Those only which concern la- 
bor's'relations towards the community 
are under discussion in this article. 
It is not possible, however, to treat of 
these without occasional reference to 
the collateral responsibilities of capital. 
Together they are like woof and 
thread of one fabric. 

To the observer acquainted with the 
almost invariable indifference displayed 
in our day. by capital and labor alike 
towards the common welfare, when 
personal or group interests come 
strongly into play, the social code set 
at the head of this article may appear 
more idealistic than practicable. It 
can readily be admitted that such will, 
indeed, be the case so long as religion 
is left out of count. To attempt to 
reconstruct society upon any other 
foundation than that which God 
Himself has given can end only in the 
erection of social and industrial Babels. 
Reason and experience teach us this. 


то 


Higher sanctions are required than 
sociology and legislation alone can 


afford. 


Tar Mepievat GuILps 


Yet that the observance of the code 
I have outlined is not impossible can 
readily be made clear from a brief con- 
sideration of the medieval guilds which 
are now attracting the attention of 
social students throughout the world. 
They are doubtless the best instances 
of labor’s fulfilment of its responsi- 
bilities to the community. А short 
description of them from this point of 
view may serve as the best introduc- 
tion to our subject. 

In carefully studying the statutes of 
a vast number of medieval guilds, 
nothing impressed me more strikingly 
than the paramount consideration 
everywhere given by them to the 
public good, and the constant subor- 
dination to this of both personal and 
group interests on the part of the 
guildsmen. These workers were not 
merely producers. They both made 
and sold their products. The inex- 
orable elimination of the middlemen, 
wherever possible, was only part of 
their wisely premeditated plan io pre- 
vent high prices and preserve for the 
worker a reasonable remuneration. 
Similar restrictions, successfully con- 
fining the expansion of individual 
manufacturers to the limits prescribed 
by the common good at that stage of 
industrial development, made private 
ownership possible for every craftsman 
who by* training, character, and thrift, 
proved himself worthy. By this vi- 
sion and foresight the medieval crafts- 
man served both his own interests and 
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those of the community. With 
changed industrial conditions, new 
applications, it is clear, must be made 
of the same unchanging principles. 
The purpose of the guildsmen was 
always the widest diffusion of private 
property and industrial control, to- 
gether with the best service of the 
public. 

Responsibility towards the commu- 
nity was further manifested by these 
guilds of craftsmen in their scientific 
systems of relief and prevention, in the 
hygienic regulations often drawn up by 
them, in the methods of avoiding the 
modern plague of unemployment, in 
the building cf bridges and the repair- 
ing of roads, in the promotion of mu- 
nicipal, charitative, educational and 
religious enterprises of every kind. It 
was manifested even more strikingly 
in their insistence upon just prices, the 
rightful adjustment of wages, the 
proper protection and training  ac- 
corded to apprentices, and the exam- 
ination of tools and prevention of 
night work that no defective wares 
might be offered the consumer. 

Yet in all these regulations, ap- 
proved by public authorities and 
firmly enforced by the guild courts and 
officials, these workers seemed mainly 
concerned with placing restrictions 
upon themselves in the interest of the 
community. They possessed the in- 
telligence to understand that after all 
they themselves constituted the bulk 
of the community, and that in safe- 
guarding just prices, fair wages, true 
weights, measures, and qualities of 
goods they were ultimately promoting 
their own interests. The dominant 
question never was "How much can 
we safely demand?" or “How little 
can we give for what we recelve?" 
They rather searched their constiences 
to ascertain what they might cónsider 
a just, but also a sufficient remunera- 
tion for their labor, and what amount 


and quality of service the public 
should rightly be accorded in return. 

Like all things human, the guilds 
had their faults and shortcomings, 
their centuries of high achievement 
and their stages of gradual decline. 
Yet such as here described were the 
ideals they sought to follow in their 
long period of splendid development 
based on Christian principles. Offenses 
against the common welfare and la- 
bor's responsibility to the community 
were even then committed, but they 
were promptly punished by ihe guild 
itself, and no false class or group con- 
sciousness was permitted to shield the 
offender. This was true so long as 
their religion remained the inspiration 


of the guildsmen. 


APPLICATION OF GUILD PRINCIPLES 
TO Lagor Topar 


“АП this is well," a laborer may 
perhaps reply, “but we, unfortunately, 
have fallen upon other days. You are 
picturing the period of brotherhood 
and medievalism. We are living in 
the iron age of capitalism and the 
machine. We аге organizing and fight- 
ing for our rights in a jungle war where 
religion does not count, but the dollar 
is almighty. The iron heel of an 
industrial czarship is set upon the neck 
of labor unionism itself. In those 
earlier days there was joy in labor. 
Men had hopes that might in time be 
realized. But what are we save the 
dull slayes of the machine in an age 
that thinks of nothing but dividends, 
and reinvestments, and still greater 
dividends?” 

All this sounds plausible and in a 
measure is but too true. And yet the 
same high principles can be followed by 
labor today, and hopes not unworthy 
of its dignity can be realized even in 
our age of large scale industry and 
mammoth enterprises. But in seek- 
ing to achieve its highest aims let labor 
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never shirk its responsibilities to the 
community. It is true in many ways 
that men must find their lives by losing 
them, even as did the medieval guilds- 
men. So far from wishing to restrict 
the guilds, municipalities not seldom 
eagerly promoted or even demanded 
them. For in the best days of guild- 
hood these organizations were a surety 
of honest treatment. Today, labor's 
full compliance with all its obligations 
to the community will be no less the 
safeguard of labor unionism, even as 
the scandals of a few disreputable 
leaders or lawless members, allowed 
to go unpunished by organized labor 
or even perhaps defended by it, bring 
disgrace and possible failure to the 
entire cause. 


Тлвов’з RESPONSIBILITIES TO THE 
Community 


But what are labor’s responsibilities 
to the community? Let us briefly 
consider them as they come to mind. 

Fidelity to pledges.—The first to sug- 
gest itself is inviolable fidelity to its 
pledged word as given under mno 
wrongful social compulsion. Every 
trouble that arises out of dishonesty 
br any other offense, on the part either 
of labor or capital, is likely to cause 
inexcusable harm and suffering to the 
community. In its violation of pledges 
capital has often sinned shamelessly 
and scandalously. We have still fresh 
in mind the broken pledge of the coal 
operators and their pitifully specious 
excuses. But labor too has its own 
sad record. It is not my purpose to 
balance these transgressions, but they 
rightly alienate public sentiment. Un-, 
reasonable as it is, I have known men 
to be prejudiced against the entire 
organized labor movement owing to 
broken contracts on labor’s part, 
apparently overlooking the monu- 
mental offenses of capital. 

Moderate demands.—In the secend 
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place, responsibility to the community 
implies that labor’s demands be kept 
strictly conformable to the public 
good, whether there be question of 
wages, hours of work, or other subjects 
of industrial dispute. Again let us 
hasten to admit that the great incen- 
tives to excessive demands are the 
robber methods of so many trusts and 
corporations, the enormous gains ex- 
pressed through highly watered stocks 
and unjust prices, the greed for inter- 
minable dividends, the exploitation of . 
the people by cliques of unconscionable 
bankers in control of some of the 
country’s most necessary services, and 
the unearned income often spent in 
luxury. Says a writer in a Socialist 
publication: 

So long as human parasites enjoy huge 
unearned incomes no demand put forth by a 
group of producers can be considered ex- 
cessive. If the locomotive engineers of 
America, for instance, should demand a 
yearly wage of $100,000 they would have an 
infinitely better moral title to this sum than 
the young tailor's models who stroll about 
the streets of New York and supply copy to 
harassed fashion editors. 


To grow indignant at labor’s exces- 
sive demands, when such may be 
made, and ignore the excessive gains 
and violations of stewardship on the 
part of capital, is morally dishonest. 
Yet all employers are not unjust and 
all profits are not excessive, while the 
exploitation of the public that is 
certainly practiced often enough by 
capital cannot justify an equal ex- 
ploitation of the same suffering public 
by such sections of labor as may find 
themselves in a situation to prey upon 
their fellows. It is the public, let us 
understand, which must pay the ulti- 
mate cost of the excessive demands, 
whether of capital or labor, or both 
combined, and the public signifies 
mainly the great body of workers and 
their families. The excessive wages of 
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one group of workers are finally drawn 
from the purses of the economically 
weaker groups. Labor cannot correct 
our economic abuses by becoming a 
party to them. Until we can bring 
about & more reasonable system than 
the present, a system of coöperation 
based on the widest diffusion of private 
property, both consumptive and pro- 
ductive, let us by all means do all we 
can to restrict the usurious gains of 
those capitalistic interests that act 
without conscience or remorse, but, 
while doing so, let Christian capitalists 
and laborers keep their own escutcheon 
white. There is a just ethical wage, 
which does not exceed what an indus- 
try can bear, as there is a just ethical 
price. 

What is true of excessive wages is 
equally true of unreasonable demands 
regarding hours or conditions of labor. 
Well-meaning employers are often 
harassed to death by the silly and 
tyrannous exactions of labor organiza- 
tions or business agents. Reputable 
business men are damaged regardlessly 
because unions quarrel among them- 
selves. Output is scientifically re- 
stricted to the extent at times of 
driving honest contractors into bank- 
ruptcy. Conscientious workers are 
forced to slacken the services they are 
but justly rendering. By the latter 
practices the public is no less surely 
defrauded than by the most shameless 
methods of stock-watering, since in 
either case the community -must pay 
for what was never given to it. What 
matter whether there is question of 
capital-stock or labor-stock, of draw- 
ing profits or wages? In either case, 
no equivalent is given for the money 
exacted from the long-suffering public. 

Just cause for strikes-—In the next 
place let me call attention tq the 
question of strikes. No one can deny 
to labor the right to strike any more 
than the right to unionize. Both 


must be firmly maintained by everyone 
who has a sense of democratic freedom 
and of Christian liberty. It is not 
the weapon of the strike, but its un- 
warranted or wrongful use that con- 
stitutes a violation of labor's responsi- 
bility to the community. I may be 
pardoned for briefly quoting from my 
volume on Democratic Industry, 
(p. 354), the ethical principles regard- 
ing the ordinary strike or lockout. 


Strikes are permitted for a grave and 
just cause, when there 1s a hope of success 
and no other satisfactory solution can be 
found, when justice and charity are pre- 
served, and the rights of the public duly 
respected. Conciliation, arbitration and 
trade agreements are the natural means to 
be suggested m their stead. Hence the 
utility of public boards for this purpose. 
As in the strike so in the lockout, a serious 
and just cause is required, and the rights of 
the workers and of the public must be re- 
spected. Charity is far more readily vio- 
lated in the lockout than in the strike, be- 
cause of the greater suíferin:; likely to be 
inflicted on the laborer deprived of his work 
than on the employer. 


The immense suffering likely to 
result both for the workers and the’ 
community from the sympathetic 
strike, and the injustice that may be 
done to innocent employers, make 
clear the care with which moral 
principles must be consulted before 
taking recourse to such & measure. 
The subject, so profoundly involving 
the interbsts of the community, is 
too complicated to be entered upon 
here. For a discussion of it, I may 
refer to McLean's (The Morality of the 
Strike) or to my own chapter upon it 
in The World Problem. 

There is much more that might here 
be said upon such intensely vital 
questions as the limitation of ap- 
prentices, the closed union as well as 
the,closed shop, when admission is 
made unduly difficult, the extension 
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on the other hand of union privileges 
to the unqualified, and an endless 
series of such like problems in which 
the public welfare no less than personal 
rights of individuals are at stake. But 
the principles already laid down must 
suffice. The laws of Christian charity 
and of social justice must be observed 
no matter what may be the provocation. 

Choice of leaders —From all that has 
been said one thing stands out clearly. 
Tt can no more be overlooked than a 
mountain promontory blazing in the 
noonday sun. It is the supreme 
responsibility of labor in making 
choice of its leaders. The union is 
confronted here with & social no less 
than a personal responsibility. Its 
“business agents" must be worthy of 
the enormous trust confided to them, 
and its high officials more than self- 
seeking politicians. Not merely have 
the former often proved themselves 
morally unfit, while some few of the 
latter have even been outright crim- 
inals, but in spite of the jail-bird 
character of such men, they not seldom 
counted a large following and were 
strongly intrenched in their unions. 
“Big Tim” Murphy of Chicago, ar- 
rested and indicted scores of times, 
and sentenced for complicity in mail 
robbery, was still thought good enough 
to retain his position as president of 
the gas workers’ union. Similar in- 
stances might be multiplied, and worst 
of all, capital itself has set its hired 
spies within the unions. These men 
invariably seek for positions of leader- 
ship that they may the more effectually 
play their Judas’ part and demoralize 
the lebor movement. No one regrets. 
such conditions more than the honest 
laborer, but regrets cannot suffice. 
They will not correct the evil, which 
is a public menace wherever it exists. 

In this same connection, let it be 
firmly said that there is too much 
condonation of lawlessness. I hate a 


right to say this, since no one has more 
carefully pointed out than I have done 
in repeated articles the unfairness dis- 
played towards labor unions in the 
charges of violence brought against 
them, and the false judgments passed 
upon them by the public. Yet it isa 
fact, for instance, that even after 
those murderous crimes committed by 
the McNamaras had been openly con- 
fessed and punished, the Indianapolis 
lron Workers' Union cast the robe of 
sanctity around them by proclaiming 
that “Brother (John J.) McNamara 
has been for years and still is an 
honored member? of their organization, 
while it pledged to him and the other 
“imprisoned brothers” its “loyalty 
and support.” 

Coéperation.—While much remains | 
to be said, let it suffice to point out in 
conclusion labor's great possibility 
of rendering one of the most valuable 
of all its services to the community 
by an intelligent support and promo- 
tion of coóperation. In this movement 
labor is fortunately taking an increas- 
ing interest., Many hundreds of mil- 
lions of dollars are yearly handled, 
wisely and conscientiously, by labor’s 
most carefully selected representatives 
in the British consumers’ coóperatives. 
Similar developments are taking place 
in other countries. In America, too, 
codperative enterprises of every kind 
are daily increasing in number and 
prosperity, although due discrimina- 
tion has not always been exercised. 

The codperative movement is strict- 
ly a workingmen’s undertaking. In 
its nature it is not remotely connected 
with socialism or Red radicalism, 
though these may seek to control it. 
Like the medieval guilds, whose near- 
est analogy it is, true coóperation is 
based» upon private ownership by the 
many instead of the few. It has won 
its way by superior efficiency and not 
by violent revolution. Let its pro- 
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moters refrain from ever connecting it 
with revolutionary propaganda of any 
kind. And vet it may prove to be the 
most successful effort towards an 
intelligent transformation of our system 
of large seale industry, substituting 
production for service in place of 
produetion for profit. It implies no 
sudden cataclysmic changes that leave 
a world sunk in misery, but is a gradual 
and steady development that spends 
its blessings as it grows and prospers, 
like & fruitful tree by the running 
waters. 

I am promising the reader no delu- 
sive utopia, ло world here below where 
the wicked cease from troubling and 
the weary are at rest. Such did not 
exist in the days of the medieval guilds 
and will not exist even in the most 
perfectly developed system of Christian 
coóperation in the future. But there 
is one thing that is essential if we would 


approximate as closely as possible to 
such a happy state, and that is religion. 
lf we look upon man as no more than 
the developed brute, & conclusion 
equally abhorrent to science and 
philosophy, if we remove the Divine 
from the laborer's horizon, it will be 
absurd to speak of any responsibilities 
on his part to the community or to his 
fellow-man. We can then but resign 
ourselves to a perennial state of jungle 
war in which the economically strong- 
est, the most relentless and unscru- 
pulous will survive to continue their 
selfish quarrel with each other, whether 
for wealth or power, as the case may 
be. Let there be no mistake that of 
all the workers' obligations the greatest 
is their responsibility to the Almighty 
Maker. Being true to this, they will 
be true to themselves and io their 
fellows. Failing in this, they will fail 
in all things. 


The Teaching of the Catholic Church 


By Rav. Joan A. Ryan, D.D. 
Director, Department of Social Action, National Catholic Welfare Council, Washington, D. C. 


HY should the Church have 
anything to say about the rela- 
tions belween capital and labor? 
Are not these purely economic arrange- 
ments, and as such outside the province 
of a religious society? These questions 
imply a misconception which Pope Leo 
XIII noted as very common, but which 
he promptly rejected. In his words, 
“the social question is first 
of all a moral and religious matter, and 
for that reason its settlement is to be 
sought mainly in the moral law and the 
pronouncements of religion.” 

To any reflecting mind the truth of 
this statement is obvious. Industrial 
relations are human relations; they in- 
volve human actions; therefore, they 
are subject to the moral law. They 
are either morally right or morally 
wrong. Inasmuch as the Church is 
the accredited interpreter and teacher 
of the moral law, her authority and 
function in the field of industrial rela- 
tions are quite as certain and normal as 
in domestic relations, or in any other 
department of human life. 

The principles which underlie the 
teachings of the Church on industrial 
relations are found in the Gospel of 
Christ and in the moral law of nature. 
One of these is the principle of justice. 
Its basis is found in Christ’s teaching 
on personality. Every human being 
has intrinsic worth, has been redeemed 
by Christ, and is destined for everlast- 
ing union with God. In the eyes of 
God all persons are of equal impor- 
tance, Neither in industry nor in any 
other department of life may one man 
be used as & mere instrument to the ad- 
vantaze of other men. Industrial, no 
less than all other relations, must be so 


organized and conducted as to safe- 
guard personality and afford to all per- 
sons the means and conditions of life as 
children of God. The principle of 
cha-ity or love is even more conspicu- 
ous in the teaching of Christ. If it 
were honestly and adequately applied 
in the dealings of employer with em- 
ployee there would be no unsolved 
problem of industrial relations. 

It is beyond the scope of this paper to 
describe the extent to which these two 
great principles have been developed 
and applied in the various forms of 
industrial relations since the beginning 
of the Christian era. By way of 
historical summary it will be sufficient 
to recall that the doctrine of the 
Catholic Church on this subject has 
exhibited great consistency and con- 
tinuizy throughout the whole period. 
The discouragement of slavery and serf- 
dom, the insistence upon risk and labor 
as the chief claims to economic rewards, 
the doctrine of the just price, the regu-: 
lations and ideals of the guilds concern- 
ing labor organization, good workman- 
Ship, reasonable hours, provision against 
Sickness, etc., were the medieval ex- 
pression of the traditional doctrine. 
Its first systematic adaptation to the 
conditions of modern capitalism occurs 
in the labor program of the German, 
Bishop Ketteler. In this program we 
find demands for the prohibition of 
child labor, of unsuitable woman labor, 

'of unsanitary labor and of Sunday 
labor; for the legal regulation of work- 
ing hours; for insurance against sick- 
ness, accidents and old age; for state 
factoryinspectors; for general increases 
in wages; for the legal protection of 
workingmen's coóperative associations; 


76 


Tas TEACHING or THE CATHOLIC CHURCH 71 


and for several other industrial re- 
forms. More than once Bishop Ket- 
teler declared that there was nothing 
new in his industrial views and pro- 
posals, that he had drawn them all from 
the storehouse of patristic and medieval 
doctrine. 


Емсустлслт, or Pops Leo XIII “On 
tae CONDITION oF LABOR” 


: Less than fourteen years after the 

! death of Bishop Ketteler, Pope Leo 
XIII issued his great encyclical, “On 
the Condition of Labor" (Rerum 
Novarum, May 15, 1891). Previously 
he had referred to Bishop Ketteler as, 
“my great precursor.” The principles 
which the illustrious Bishop of Mainz 
enunciated and applied, Pope Leo 
reiterated, developed, systematized 
and brought into more specific relation 
to current industrial conditions, prac- 
tices and institutions. While two of 
his three successors (Pius X and Bene- 
dict XV) have made pronouncements 
upon various phases of industrial 
relations, they have both expressly 
disclaimed the intention of adding any- 
thing essential. Therefore, the au- 
thoritative teaching of the Catholic 
Church on this subject can all be found 
in the encyclical “On the Condition of 
Labor.” In that document we find 
not only the general principles but 
a considerable measure of concrete 
application. 

Having rejected and condemned 
socialism as a remedy for industrial ills, 
the Pope explicitly asserts his right and 
authority to lay down principles for the 
guidance of the two great industrial 
classes, “for no practical solution of 
this question will be found apart from 
the intervention of religion and the 
Church.” This is a clear challenge to 
and condemnation of all those, self- 
ishly interested persons and all those 
sincerely ignorant persons who say or 
think that “the Church ought to keep 


to spiritual matters and not meddle 
with business or with industrial mat- 
ters.” 

The Pope then takes up the social 
principles of the Gospel. Equality of 
human conditions is impossible. No 
kind of social organization can drive 
pain and hardship out of life. Capital 
and labor are not necessarily hostile to 
each other, but are mutually depend- 
ent. Religion teaches the laborer to 
“carry out fairly and honestly all 
equitable agreements,” to refrain from 
injuring persons or property, and to 
avoid men of evil principles. Religion 
teaches the employer to respect the 
dignity of his employees as men and 
Christians, to refrain from treating 
them as “chattels for the making of 
money,” to pay them fair wages, to 
give them sufficient time for religious 
duties and not to impose tasks unsuited 
to sex, age ог strength. Those who are 
rich should regard themselves as stew- 
ards, charged with the duty of mak- 
ing aright use of their wealth for them- 
selves and others. Those who are poor 
should realize that their condition was 
adopted and blessed by Christ Himself, 
and that the true worth of man lies not 
in his material possessions but in his 
moral qualities. Both classes should 
always bear in mind that they are 
children of the common Father and 
heirs of the common heavenly kingdom. 

So much for the general Christian 
principles. The man who considers 
them fairly and adequately will be 
compelled fto answer in the affirmative 
the question with which Pope Leo 
closes this part of the encyclical: 
“Would it not seem that, were society 
penetrated with ideas like these, strife 
must quickly cease?" The process of 
" penetration" is, however, retarded by 
two very formidable obstacles. The 
first is wholly moral; the second, partly 
moral and partly intellectual. The 
practice of justice and charity in in- 
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custrial relations is greatly and fre- 
quently prevented and impeded by 
deliberate selfishness and flagrant bad 
faith. More often, perhaps, the cur- 
rent injustice and uncharity are due to 
culpable or inculpable ignorance. Many 
men accept the principles of justice and 
charity as applicable to industrial rela- 
tions, but do not realize that they are 
violating the principles in their indus- 
trial practices. For example, an em- 
ployer admits the obligation of paying 
“fair wages," but refuses to exceed the 
inadequate rate that is frequently de- 
termined by the unmoral forces of sup- 
ply and demand. An employee is will- 
ing tocarry out “equitable agreements,” 
but “loafs on the job” because he 
thinks that his wage contract is not 
equitable. An employer admits that 
the precept of brotherly love is as 
vertinent to the employment relation 
as to the neighborhood relations, yet 
3e exploits little children for profit or 
maintains an unsanitary workshop. 
Anemployee clamors for the application 
of the Golden Rule to industry, but 
does not scruple to cause his employer 
great inconvenience by absenting him- 
self from work for a trivial reason. 
Such ignorance of the practical applica- 
tion and practical obligations of moral 
principles in the field of industrial rela- 
tions is sometimes quite unconscious 
and unsuspected by the person whom it 
affects and afflicts. Sometimes it is 
culpable, at least to this extent: the 
misguided person suspects that his 
conduct is not entirely cons&tent with 
the general principles of justice and 
charity, but he fails to investigate its 
moral aspects because he is indifferent, 
or because he is afraid that the results 
might disturb his conscience. 

This condition and this need Pope 
Leo meets by a fairly specific applica- 
tion of general principles to particular 
situations. “Fairly specific,” because 
many of these declarations are still 
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somewhat general in character. How- 
ever, this was unavoidable in a docu- 
ment which was writien for the indus- 
trial conditions of all countries, and 
which endeavored to treat all the great 
moral problems of industry within the 
compass of an encyclical letter. Never- 
theless, the Pope's pronouncements on 
the most important phases and the 
most acute problems of industrial rela- 
tions are sufficiently specific to provide 
clear and adequate guidance to all men 
of good will. The other kind of men 
are beyond the reach of instruction 
and argument. They can be moved 
only byfear. Theywill respond only to 
the denunciation of the prophet, or the 
coercive power of the State. 


TEACHINGS OF TRE ÉNCYCLICAL 


'The specifie teaching of the encyc- 
lical can be summarized under the 
heads of wages, labor organization, 
state intervention and private prop- 
erty. Each of these topics will be dealt 
with briefly. 

Wages.—Justice in this matter is not 
realized through mere freedom of con- 
tract. While worker and employer 
"should, as a rule, make free agree- 
ments concerning wages, there is a 
dictate of nature more imperious and 
more ancient than any bargain between 
man and man, namely, that the 
remuneration must be sufficient to sup- 
port the wage-earner in reasonable and 
frugal comfort. If through necessity 
or fear of a worse evil the workman ac- 
cept harder conditions because an em- 
ployer will give him no better, he is 
made the victim of force and injustice.” 

This is the doctrine of the living wage. 
Pope Leo does not say that it represents 
complete justice. It is merely the 
minimum of justice, the amount that is 
ethically due to every wage-earner by 
the mere fact that he is a human being, 
with a life to maintain, and a personal- 
ity to develop. The special qualifica- 
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tions and claims which entitle men to 
more than the minimum of justice, 
such as skill, hazard, responsibility, 
cost of training, etc., are not formally 
considered in the Pope’s discussion. 
The living wage that he has in mind is 
an amount sufficient not merely for the 
worker himself, but also for the proper 
maintenance of his family. Such is 
the law of nature, and such is the in- 
lerpretation evidently put upon the 
phrase by Poze Leo himself. 

That the living-wage doctrine con- 
tinues to have great practical impor- 
tance, is shown by the following de- 
plorable facts: the majority of laborers, 
even in the United States, receive less 
than living wages; probably the ma- 
jority of employers reject both the 
principle and its application, still ad- 
hering to the idea that wage justice is 
determined entirely by the operation of 
‘supply and demand; the principle was 
‘deliberately ignored by an important 
public tribunal, a few months ago, in 
fixing the wage rates of many thousands 
of employees on the railroads. How 
profoundly industrial relations would 
be transformed and how greatly they 
would be improved, if this one doctrine 
were universally accepted and trans- 
lated into reality! 

Labor Organization Тһе Catholic 
‘Church has always regarded organiza- 
tion, whether of employees or of em- 
ployers, as the normal condition. She 
has never accepted the philosophy of 
mdividualism and unlimited competi- 
lion. Pope Leo deplores the dis- 
appearance of the ancient guilds, and 
expresses gratification over the exist- 
ence of various forms of workmen's 
associations; “but it were greatly to be* 
desired that they should become more 
numerous aud more efficient.” Men 
have a natural right to enter them, a 
right which cannot be annulled by the 
State. “We may," says the Pope, 
“lay it down as a general and lasting 
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law, that workingmen’s associations 
should be so organized and governed as 
to furnish the best and most suitable 
means for attaining what is aimed at, 
that is to say, for helping each individ- 
ual member to better his condition to 
the utmost in body, mind and prop- 
erty.” On the other hand, Pope Leo 
denounces those societies which “are 
in the hands of secret leaders, 

who do their utmost to get within their 
grasp the whole field of labor, and force 
workingmen either to join them or to 
starve.” 

The first of the two passages just 
quoted implicitly, yet unmistakably, 
condemns the insidious “open shop” 
campaign, and every other movement 
which seeks to render the unions inef- 
fective, by denying the right of ade- 
quate collective bargaining. In the 
words of- the Pastoral Letter of the 
American Hierarchy, the workers have ` 
a right “10 form and maintain the kind 
of organizalion that is necessary and 
that will be most effective in securing 
their welfare." 

Pope Leo makes more than one refer- 
ence to joint associations cf employers 
and employees, “which draw the two 
classes more closely together.” The 
underlying principle is exemplified in 
joint conferences for the establishment 
of trade agreements, and in shop com- 
mittees, works councils and other ar- 
rangements for increasing the control of 
labor over employment conditions and 
industrial operations. Upon the ap- 
plicatios and extension of this principle 
and these methods depends to a very 
great extent the attainment of indus- 
trial peace. 

The Function of the State.—Under 
this head Pope Leo lays down one 
general principle and several specific 
applications. ‘Whenever the general 
interest or any particular class suffers 
or is threatened with injury which can 
ip no other way be met or prevented, it 
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is the duty of the public authority to 
intervene.” No more comprehensive 
authorization of State intervention 
could be reasonably desired. Apply- 
ing the principle to industrial relations, 
Pope Leo declares that the poor “have 
no resources of their own to fall back 
upon, and must chiefly depend upon 
the assistance of the State.” Continu- 
ing in more particular terms, he says 
that the law should forestall strikes by 
removing the unjust conditions which 
provoke them; protect the worker’s 
spiritual welfare, and his right to Sun- 
day rest; restrict the length of the 
working day, so that men’s labor will 
not “stupefy their minds and wear out 
their bodies”; prohibit the employment 
of children “in workshops and factories 
until their bodies and minds are suf- 
ficiently developed"; prevent the en- 
trance of women into occupations for 
which they are not fitted; and provide 
all classes of workers with “proper rest 
for soul and body.” While the Pope 
does not explicitly declare that the 
State should enforce a living wage, he 
clearly indicates that such action 
should be taken in default of effective 
voluntary arrangements. 

Diffusion of Property—-Those stu- 
dents and thinkers who believe that 
industrial relations will not be stabilized 
nor industrial peace assured until tHe 
wage-earners become to a great extent 
participants in the ownership of in- 
dustry, willfind considerable encourage- 
ment in Pope Leo’s declarations on 
private property. To represe&t these 
as merely a condemnation of socialism, 
as merely concerned with the institution 
of ownership and not with its distribu- 
tion, is highly misleading. The whole 
argument of the Pope on this subject 
manifests a strong appreciation of the 
benefits which private property brings 
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to the individual workingmar. Hence 
the policy of the State should be “to 
induce as many as possible of the 
humbler class to become owners.” As 
а consequence, "property will become 
more equitably divided," апа. “the: 
gulf between vast wealth and shear: 
poverty will be bridged over.” 

The Pope’s observations on this: 
subject afford little comfort to the de- 
fenders of industrial autocracy. He 
deplores the division of industrial 
society into two classes, one of which 
“holds power because it holds wealth; 
which has in its grasp the whole of labor 
and trade; which manipulates for its 
own benefit and its own purposes all 
the sources of supply, and which is: 
even represented in the councils of the 
State itself.” 

Referring to the wide extension of 
ownership in the later Middle Ages, the 
Pastcral Letter of the American Hier- 
archy declares: “Though the economic 
arrangements of that time cannot be 
restored, the underlying principle is оѓ 
permanent application, and is the only: 
one that will give stability to industrial 
society. It should be applied to our 
present system as rapidly as conditions 
will permit." 

To sum up: Now as always the 
Catholie Church conceives her mission 
as that of saving souls. Men save 
their souls by conducting themselves 
righteously in all the relations of life. 
Among the most important of these re- 
lations are those that we call industrial. 
If the Church did not provide guidance 
in this field she would neglect one of her 
most important duties. If the princi- 
ples and proposals contained in the 
"On the Condition of 
Labor," were carried into effect our in- 
dustrial society would be improved 
immeasyrably. 


The Teaching of the Protestant Church 


By Е. Ernest JOHNSON 


Research Secretary, Commission on the Church and Social Service, Federal Council of the Churches 
of Christ in America 


HE teackings of Protestant Chris- 
tianity on any particular subject 
lend themselves much less readily to 
exact statement than those of the 
Catholic Church. This is due in part 
to the great variety of communions in 
Protestantism which do not closely 
agree among themselves. One of the 
earliest notable statements of the 
Church's relacion to industry recog- 
nized this limitation. “Тһе Protestant 
churches of the United States have had, 
until now; no authorized common 
ground. Labor, industrial workers, 
trades unions, have discussed that at- 
{Ишде of “the Church,” and the whole 
body of believers has, theoretically, 
been included. As a matter of fact, 
“theChurch” has been some individual 
organization, some one of the denomi- 
nations or some voluntary assemblage, 
non-representative and without author- 
ity."! Aside from this limitation there 
is a tendency in Protestantism to be 
less specific in ethical precepts and to 
deal with moral questions, whether 
individual or sccial, in universal rather 
than particular terms. 

Probably it must be admitted, too, 
that the Protestant communions have 
been much slower in coming to con- 
scious recognition of industrial prob- 
lems as calling for a specific treatment 
by the Church. Spiritual responsibility 
for a very large section of the working 
world has given rise toa body of Catholic 
doctrine bearing upon industrial condi- 
tions and relations that is quite without 
parallel in Protestantism. Moreover, 
the authority of the Church in matters 


1 The Church and Modern. Industry, page 7. 
Federal Council of the Churches of Christ in 
America. 
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generally referred to as "temporal," 
rather than spiritual, has been steadily 
disputed in Protestantism, and a clear 
interpretation of scriptural teaching on 
industrial problems has been conse- 
quently slow in forming. 

Yet there is a body of doctrine, 
gradually taking form in the Protestant 
churches, which represents an effort to 
express Christian principles in terms of 
the working life of the people. This 
body of teaching has no uniform vehicle 
of expression, although the “Social 
Ideals of the Churches” are an ap- 
proach to a Protestant statement of 
social faith with particular reference to 
industry, and are, in fact, commonly 
referred to as the “Social Creed." 
"This declaration, which is by no means 
complete or adequate, cannot be said 
to be fully authoritative since not all 
the Protestant bodies have accepted it. 
It must be admitted also that those 
denominations which have ratified it 
do not consider it as having the same 
weight as a statement of theological 
faith. Nevertheless, it constitutes a 
definite approach to a statement of 
Christian principles in relation to in- 
dustrial life. 

Ecclesiastical developments within 
Protestanjism have had a palpable 
effect upon the application of ethical 
principles to economic and industrial 
problems as far as the authority of the 
Church is concerned. The increasing 
assumption of power by the laity in 
Protestantism has put the determina- 
tion of the Church's official attitude 
and effectual teaching more and more 
in the hands of men whose primary in- 
terest and activity have been in the 
sphére of practical business. "The, 
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Church as an owner and an employer,” 
said the Federal Council of Churches 
in this connection, in 1908, “gravitates 
naturally toward the position where 
men of business experience and ample 
resources come into leadership.” 

This has inevitably put a check upon 
the elaboration of Christian teaching in 
social terms, a development which has 
had freer course in the Catholic Church. 
Thus it happens that the Catholic 
Church, which has maintained the doc- 
trinal tradition of Christianity substan- 
tially unmodified and which therefore 
appears to betheologicallyconservative 
as compared with Protestantism, is at 
the same time more liberal in its ex- 
plieit teaching with reference to mat- 
ters economic and industrial. 


PROTESTANT INDIVIDUALISM 


Protestantism was originally, of 
course, an individualistic reaction. 
One of the principles of the Reforma- 
tion was the “universal priesthood of 
believers.” As a corollary of this 
principle, Protestantism necessarily 
lays emphasis upon the immeasurable 
worth of the individual life. One 
consequence of this emphasis has been 
unfortunate. Undoubtedly the devel- 
opment of the laissez-faire theory in 
economics, with the inevitable result 
of unrestrained privilege, is in part due 
to the strong individualistic tradition of 
Protestantism, particularly in its Cal- 
vinistic form. A more legitimate and, 
it is to be hoped, more permanent 
product of our Protestant trhdition is 
the growing insistence upon regard for 
the principle of the worth,of personality 
in the distribution of wealth, op-, 
portunity and power. 

Thus there arè two contrary in- 
fluences in Protestant tradition having 
to do with the individualistic emphasis 
which characterized the Reformation. 
One has facilitated the development 
of that extreme individualism which 
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marks the capitalistic order, while the 
other has opposed this tendency by 
putting forward the claim of every in- 
dividual to be free from the encroach- 
ments of any individual. The latter 
influence is coming to overbalance the 
former in modern, as distinguished from 
early, Protestantism. | 
Protestant teaching, then, concern- 
ing industrial questions, is crystallizing 
around the doctrine of the worth of the 
individual as the possessor of personal- 
ity. This is teking place largely by 
way of protest against the tendency of 
modern industry to submerge the indi- 
vidual in industrial mechanism. Prot- 
estant leaders are identifying Chris- 
tian teaching concerning human life 
and human relations with the claims 
of democracy. This change of inter- 
pretation is tke natural outcome of 
wholly unofficial but virile and in- 
fluential movements with which are 
connected the names of such great 
religious leaders as Charles Kingsley, 
Frederick W. Robertson, Frederick 
Denison Maurice, Canon Barnett, 
Washington Gladden, Josiah Strong 
and Walter Rauschenbusch. In its 
beginnings the Methodist movement, 
led by Wesley and his associates, al- 
though it did not come to consciousness 
in the sphere of industry, contributed 
to a growing concern for the well-being 
of every individual regardless of social 
status. The Baptist and Congrega- 
tional churches have contributed no- 
tably to the conservation and carrying 
forward of democratic traditions. 


Activiry oF AMERICAN CHURCHES 

The first conspicuous signs of a 
definite concern with matters economic 
and industrial within Protestantism as 
a whole, appeared in this country in 
1908 when the Federal Council of the 
Churehes of Christ in America was for- 
mally organized, and authorized the 
creation of a Commission on the Church 
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and Social ‘Service. This Commission 
was instructed to “recognize the import 
of present social conditions" and “ез- 
pecially to secure a better understand- 
ing and a more natural relaticnship be- 
tween workingmen and the Church.” 

The statement announcing the crea- 
tion of the Commission declared that 
“there are many phases of the present 
industrial conditions in the United 
States which cry aloud for immediate 
remedy. Tae Church, which has ob- 
ligations to every sort of interest and 
person in the community, must be 
identified, locally and nationally, with 
the whole of the people more markedly 
than with any part of them, and will 
be sensitive to every influence which 
affects the larger constituency." And 
again, “multitudes are deprived, by 
what are called economic laws, of that 
opportunity to which every man has & 
right. When automatic movements 
cause injustice and disaster, the auton- 
omy should be destroyed. That to 
these impersonal causes are added the 
cruelties of greed, the heartlessness of 
ambition and the cold indifference of 
corporate selfishness, every friend of his 
fellow must with grief and shame 
admit." 'Thus the foundation was 
laid for the developments of the inter- 
vening years. The Social Creed of the 
Churches, whose formulation was com- 
menced in 1908, attained its present 
form in 1912 and was further inter- 
preted in the light of present problems 
by the four resolutions of 1919 dealing 
with the requirements of industrial 
democracy. Twelve of the sixteen 
articles of this Creed have definite 
reference to industrial conditions and 
relations.! 

By way of reénforcement of the So- 
cial Ideals of the Churches, liberal 
pronouncements have been made by 
the Board of Bishops of the Methodist 
Episcopal Church, the National Coun- 

1 The document appears in full on page 126 


88 


cil of Congregational Churches, the 
General Assembly of the Presbyterian 
Church, the Northern Baptist Conven- 
tion, the Methodist Church of Canada 
and other communions. The sixteen 
articles of the Social Creed have been 
ratified by the Young Men's Christian 
Association, while the Young Women's 
Christian Association has ratified not 
only the Creed but the four supple- 
mentary resolutions as well. 

In 1920 the Committee on the War 
and the Religious Outlook, created 
jointly by the Federal Council: of 
Churches and the General War Time 
Commission of the Churches, pub- 
lished The Church and Industrial Re- 
consimuclon? which, while unofficial, 
has been accepted as a summary of 
liberal Protestant thougkt concerning 
industrial problems. In this formula- 
tion the teaching of Christianity which 
bears upon industrial problems is held 
to be threefold: 

l. The intrinsic worth cf personality. 
This gives to every individual “distinct and 
measureless value as a cluld of God and a 
potential member of His Kingdom." 

9. The organic unity of human society.’ 
“Personality can fulfill itself only in a 
social setting, its values be realized only in 
fellowship.” Thus the ideal of human life 
is the universal brotherhood. 

8. The motive of service. This means 
that “property is to be sudordmated to 
spiritual ends," that it has “‘social signif- 
icance as expressing a responsibility for 
service,” and that claim to it is justified 
only when based upon service rendered. 

By way of application of these prin- 
ciples, the writers of the book insist 
first that the Christian conscience 
must judge the holding of property on 
the basis of its use; that is to say, 
property that is held with reference to 
the power and advantage which accrue 
to the owner rather than to its social 
usefulness violates a spiritual principle. 
As to the wage system, it is recognized 

t New York, Association Press. 
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that the wageworker does not possess 
economic freedom. The law of supply 
and demand as applied to labor is de- 
clared to be unchristian. Every oc- 
eupation should furnish to the worker 
not merely a livelihood but the greatest 
possible measure of creative satisfac- 
tion. Competition is considered per- 
missible from a Christian point of view 
if it is primarily competition in service 
or in achievement, but never if it has 
reference solely to pecuniary reward. 
Especially is it to be condemned if it 
leads to the establishment of perma- 
nent privilege and advantage. The 
seeking of private profits as a “primary 
motive in economic competition” must 
be regarded as inconsistent with Chris- 
tianity. Аз a struggle for the larger 
share of the world's wealth, in which 
human beings are pitted against each 
other, it must be abandoned if Chris- 
tianity is to prevail In short, this 
formulation of Christian teaching in- 
sists that the present industrial system 
is defective because of the undue stimu- 
lus which it gives to selfish motives. 

t is asserted further that Christian- 
ity prescribes not only the goal of 
social effort, but also the method of 
true progress. That method involves 
first, the development of love as the 
inclusive principle which conserves 
personal values, promotes brotherhood, 
and practices service; secondly, the 
promotion of faith in the triumph of 
the divine will in the world, which im- 
plies likewise faith in human, nature; 
and, finally, the direction of piritual 
growth through education. 

The Church and Industrial Recon- 
struction calls upon Christian employ- 
ers to give new recognition to the 
spiritual worth of their employees and 
particularly to the principle of col- 
lective bargaining and the sharing of 
the management of industry. Chris- 
tian investors are urged to assure them- 
selves that their investments are rot 
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merely financially sound, but socially 
beneficent. Christians as employees 
are counseled to go about the business 
of production not merely as a means of 
livelihood, but as a service to the entire 
community, and to promote among 
themselves the ideals of democracy 
which employers have been called upon 
to recognize. Upon Christians as 
consumers is laid the duty to concern 
themselves with the labor conditions 
involved in the production of what 
they buy and thus to ally themselves 
with the salutary movements within 
industry itself. Finally, Christians as 
citizens should secure through. political 
action the highest well-being of the 
workers and should strive to reach an 
intelligent and fair conclusion as to the 
causes of industrial conflict or other 
industrial evils, using their influence to 
safeguard free discussion and to bring 
the truth to light. 


Activity or ENGLISH CHURCHES 


In England very important work has 
been done in the last few years in 
formulating Christian teachings with 
respect to economic and industrial 
questions. The Archbishops’ Fifth 
Committee of Inquiry, which submit- 
ted in 1919 an elaborate report on 
Christianity and Industrial Problems 
was in reality the precursor of the 
American Committee on the War and 
the Religious Outlook, to whose report 
reference has just been made. 

A group of twenty British Quaker 
employers held discussions during 1917 
and 1918 at the conclusion of which 
they published a statement concerning 
the duties of Christian employers in 
which they took advance ground. 
Much of the statement bas to do with 
the details of industrial betterment, but 
a part of their conclusions constitutes a 
Christian testimony that has far-reach- 
ing spiritual significance. “Зоте em- 
ployer may tell us that we are asking 
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him to draw too many practical infer- 
ences from a religious formula. But 
the conviction we have outlined is 
more than a formula. It is a vantage 
ground, from which we can survey the 
whole field of social and industrial life, 
seeing in it, not sheer blind turmoil, 
but a vast meaning and a vast hope. 
There is but one way of escaping from 
the implications of such a conviction, to 
abandon it entirely, to forsake the 
vantage ground and to forget the only 
vision that could dominate our whole 
lives. Then the world of industry 
may revert to a soulless chaos in which 
we strive for our own ends. But those 
ends, even as we achieve, them, will 
seem meaningless and vain.” 

The Lambeth Conference, which 
met in England in 1920, declared that 
“an outstanding and pressing duty of 
the Church is to convince its members 
of the necessity of nothing less than a 
fundamental change in the spirit and 
working of our economic life” in order 
to realize such aims as the foregoing 
statements have contemplated. The 
conference enumerated the immediate 
objectives without which a Christian 
industrial order cannot be realized, all 


looking in the direction of greater free- 
dom and security to the individual and 
more brotherly relations in industry. 
As to the competitive system, the 
Bishops declared that “the dominant 
principle in a rightly ordered society 
will be codperation for the common 
good rather than competition for pri- 
vate advantage. It cannot be said 
that this principle rules our present 
system.” 

In conclusion it must be said that 
there is an unmistakable tendency, 
even among the most conservative 
Protestant communions, to restate the 
teachings of Jesus in social terms and 
with particular reference to economic 
and industrial problems. There is no 
consensus of Protestantism as to the 
full implications of Christian teaching 
in this field, but the churches are 
undoubtedly moving in the direction of 
insistence upon a full recogni-ion of the 
rights and needs of the individual, upon 
a more democratic distribution of the 
product of industry and of power and 
responsibility in industrial manage- 
ment, and upon the dominance of the 
service motive as over against competi- 
tion for material gain. 


Judaism and the Industrial Crisis 


By Dr. Sipney E. GOLDSTEIN 
Free Synagogue 


HE teachings of Judaism con- 

cerning industry and industrial 
problems are derived from the preach- 
ing of the prophets and also from the 
codes of Israel. We recognize the 
prophets as the earliest protagonists 
of social reform; but to the principles 
these teachers announce must be 
added the less known laws and com- 
mands found in the many codes Israel 
has constructed for guidance in the 
affairs of life. Both the laws of the 
codes and the principles of the prophets 
are, however, in turn the outgrowth of 
two fundamental facts, first, a passion 
for justice that is central to the faith 
of Israel; and second, a world experi- 
ence that extends over forty centuries 
—an experience that has brought 
Israel into contact with many forms 
of life, nomad, agricultural and urban; 
with many systems of legislation, 
secular and sacred; with many dif- 
ferent conceptions of civilization, in 
Asia, Africa, Europe and America. 
Out of this passion, unabated and 
unimpaired, enriched and intensified 
rather by our contacts and coópera- 
tions and conflicts with other social 
groups and conceptions of life, we 
have formulated our social program. 


Freevom  ' 


Israel began its history as a people 
with the Exodus. The escape from 
Egypt, the house of bondage, the mi- 
raculous emancipation from industrial 
servitude, has never faded from the 
heart of Israel. From year to year 
we recall this providential experience 
and reaffirm our faith in the lesson of 
freedom. No man shall live in slavery 
to his brother. Tyranny and autoc- 
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racy are intolerable in human society. 
All men must be free, free to determine 
the conditions under which they are to 
live and to work. , 

The present attempt of small groups 
of men to deny to the mass of workers 
the right to organize in their own way, 
to elect and to speak through their 
own representatives, to decide for 
themselves the terms of employment, 
is violative of the elementary right of 
freedom. Judaism protests against 
the policy of the United States Steel 
Corporation because the chairman of 
the Executive Committee and his 
associates have established in the steel 
industry a state of industrial autocracy. 
They presume to dictate to three 
hundred thousand workers, over a 
million men, women and children, the 
conditions of labor and the standards 
of life. 
and supports the steel worker because 
we know from our own experience that 
not until the power of the Pharaohs 
has been broken will men be free to 
march forward to the land of promise. 
The people may perish in the wilder- 
ness, but it is far better to die in free- 
dom than to live in slavery. 


HEALTH 


Another principal cardinal in Juda- 
ism is the sanctity of human life. This 
teaching is emphasized in every code 
and in every command. Human life 
must be guarded and preserved. In- 
dustry must be so organized and con- 
ducted that it will not endanger the 
life af men and women. Occupational 
disesses must be eliminated, industrial 
accidents must be prevented. The 
crippling of workers and the under- 
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mining of health is inexcusable. But 
more than this, industry must be so 
developed that it will promote and 
advance human life. Tuberculosis is a 
case in point. Tuberculosis is a disease 
of low resistance. The chief way to 
raise the resistance of men and women 
is to raise the standard of living. 
The chief way to raise the standard of 
living is to increase the income of the 
working class. The sudden drop in 
the mortality rate from tuberculosis 
during the last four years is due in 
part to campaigns of education, in 
part to reduced immigration, in part 
to the influenza epidemic that carried 
away many who would have died of 
tuberculosis, but the largest factor of 
all is the improved economic status 
of the laboring classes. To permit a 
form of industrial organization that 
jeopardizes life and that makes it 
impossible to outgrow the plagues 
that follow upon lowered resistance, 
physical and mental, is contrary to 
the teachings of Judaism that life is 
sacred and that it is our sacred duty 
to preserve and to promote the health 
of men and women and children. 


Rzsr 

The third principle is found in the 
command to observe the Sabbath day 
and keep it holy. In the Deutero- 
nomic interpretation the reason given 
for the Sabbath is rest: rest from labor 
for the manservant, for the cattle and 
for the stranger within the gates, as 
well as for the master of the household. 
But back of this Commandment there 
is a larger thought that is developed 
through the literature of Israel. Every 
man and woman must be assured the 
opportunity for rest and refreshment 
of both body and spirit. Judaism is 
not committed to the eight-hour day 
nor to the six-hour day, but it is com- 
mitted, and this irrevocably, io the 
full development of all our powers, 
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physical, mental and spiritual. No 
industry is properly organized that 
works men to the point of weariness 
and fatigue and exhaustion. No in- 
dustry is organized in accordance with 
the teachings of Judaism that makes 
it impossible for the men engaged there- 
in to increase knowledge and to cul- 
tivate character. The les3 time men 
spend in the darkness of tke mine and 
the sweat of the factory and the mo- 
notony of the mill, the more time will 
these men have to spend in the library, 
the museum, the art gallery and the 
chamber of music. The invention of 
machinery must mean not greater 
profit for the employer and greater 
slavery for the worker, but the saving 
of hours and the release of energy for 
the cultivation of higher graces that 
come with education and culture and 
comradeship. These graces every man 
and woman should enjoy, not as a 
grant, but, according to the teachings 
of Judaism, as an inalienable and un- 
questioned right. 


Work 


The importance and dignity of 
labor is the fourth thought constantly 
stressed in the Jewish faith. An 
ancient tale tells us that when God 
told Adam and Eve the earth would 
bring forth thorns and thistles they 
wept: when He added they would eat 
their bread in the sweat of their brow, 
they laughed and rejoiced. Nowhere 
is this teaching concerning the place 
that labér holds in the economy of 
human life so finely expressed as in the 
Apocryphal Book of Ben Sirach: 


* Let us now praise famous men, 

Even the artificer and workmaster 

That passeth his time by night as by day; 
And is wakeful to finish his work. 

So is the smith sitting hy the anvil, 
And considering the unwroùght iron: 
The vapor of the fire wasteth his flesh, 
Аза in the heat of the furnace doth he 

wrestle with his work. 
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All these put their trust in their hands, 

And each becometh wise in his own work, 

Yea, though they be not sought for in 
the council of the people, 

Nor be exalted in the assembly; 

Yet without these shall not a city be 
inhabited, 

Nor shall men sojourn or walk up and 
down therein, 

For these maintain the fabrie of the 
world, 

And in the handiwork of their craft is 
their prayer. 


Any system of industry and indus- 
trial management that robs men of 
this sense of pride and joy in their own 
work and that fails to kindle in them 
the creative instinct and to inspire 
them with the service they are render- 
ing society is contrary to the teachings 
of the Jewish faith. 


FAIRNESS 


The injunction against false balan- 
ces, many times repeated in the codes 
of Israel, contains the fifth principle 
that applies to industry. There must 
be no defrauding, no exploitation, no 
profiteering. The consumer must be 
protected against the greed of the 
manufacturer and the merchant. The 
coal industry is here an illustration. 
It is difficult to ascertain the facts at 
present, but this much is clear, that 
those who control the mining and the 
transportation and the distribution of 
coal as a commodity have multiplied 
the unnecessary stages through which 
it must pass to such an extent that the 
increase in cost between the mine and 
the household is nothing less than 
exploitation and robbery. The dif- 
ference between the cost of mining a’ 
ton of coal and the cost of delivery at 
the household cannot be explained in 
any other manner. It is a common 
excuse of 11% coal operators and their 
associates that the increase in cost is 
chargeable to labor. To charge the созі 
of coal to labor is an unwarrantable 


deception on the part of the operators. 
When labor is granted or wins an 
increase of 10 per cent in wages, the 
coal operators and the merchants add 
30 per cent or 40 per cent to the cost 
of coal. A fair charge for service is 
reasonable and right, but an artificial 
and extortionate charge is a gross 
violation of the teaching of Judaism. 


Common OWNERSHIP 

In the prophetic passage “Woe to 
those who join house to house and lay 
field unto field” is expressed the sixth 
principle that we emphasize. This 
passage is often quoted as a protest 
against monopoly, and that it is; but 
to those acquainted with the history of 
property and property rights in Israel, 
it contains a vaster message. The early 
Hebrews did not believe in the private 
ownership of land and water sources 
of food supply. , No individual could 
claim title to the pasture land, the 
wells and springs and the trees from 
which the community as a whole 
nourished itself. The title rested not 
with man but with God. The earth 
is the Lord’s and all that is therein. 
Man is merely the trustee and custo- 
dian of what he holds. The resources 
of the world, in other words, must be 
used not selfishly for the enrichment 
of a few, but wisely in the service of all. 
The machinations of small groups to- 
day to control the wealth of the earth 
is contrary to the highest teachings of 
Judaism. One-tenth of the popula- 
tion must not possess nine-tenths of 
the treasures of the world. The 
community as a whole must own and 
control those great reservoirs of wealth 
upon which all men are ultimately 
dependent for their existence and 
progress. 

A fyndamental error of the present 
day is that we are organizing industry 
in accordance with the so-called laws 
of economics rather than in keeping 
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with the principles of ethics. We 
are still under the unhappy spell of 
the teachings of the economists of the 
last generation. Francis Walker in 
his Political Economy, a book that 
became the economic Bible of those 
in control of our economic life, says 
quite frankly: “The boundary line 
between ethical and economic inquiry 
is perfectly clear. The econoniist, as 
such, has nothing to do with the 
question whether existing institutions 
are right or wrong.” Judaism does 
not accept this teaching. We do not 
admit that tne law of supply and 
demand is the last word in business 
and industry. It leads to unjust 
prices and to exploitation. No law 
can be final that leads to injustice. 
Judaism does not accept the doctrine 
of competition. It leads to unnec- 
essary and unworthy struggle and 
strife and suffering in human relation- 
ships. Men are not to compete with 
each other for personal gain, but are 
to coóperate with each other for the 
common good. The whole science of 
economics needs to be reconstructed 
in accordance with ethics before it 
can serve as a guide in industry and 
commerce and finance. Judaism in- 


sists and has never ceased to teach 
the truth that not economies but 
ethies constitute the organic law of 
social life. 


RELIGION 


The ultimate test of industry, Juda- 
ism teaches, is religious. How far 
and how fast does our present indus- 
trial system further the Kingdom of 
God? How fast is it inaugurating 
the age when injustice and oppression 
and misery will no longer be a part of ` 
our social life? How far is it advanc- 
ing the new order when every man, 
woman and child will rejoice in the 
fullness of strength, the widest devel- 
opment of mind and the highest cul- 
tivation of the spirit? "This function 
industry cannot achieve until it organ- 
izes to do two things: First, to ade- 
quately maintain all those who labor, 
for the first charge upon industry is 
not dividends but the welfare of the 
workers; second, to serve society, for 
the primary purpose of industry is 
not to create profits but to meet the 
needs of men, to free them and to 
equip them for the larger life that is 
to be shared by all those who enter 
the Kingdom of God. 


A Churchman’s View of the Church’s Function 


By Frepertc Соок Morenovuse, Lrrr.D. 
Editor, The Living Church 


HE Church stands unqua ifiedly 

for social justice. Of this there 
can be no doubt. I like the form in 
which this was affirmed by joint 
resolution of the General Ccnvention 
of the Episcopal Church in 1918: 


Whereas, The moral and spiritual wel- 
fare of the people demands that the highest 
possible standard of living should every- 
where be maintained, and that £ll conduct 
of industry should emphasize the search for 
such higher and more human forms and 
organization as will genuinely elicit the 
personal initiative and self-respec: of the 
workman, and give him a definize personal 
stake in the system of production to which 
his life is given; and 

Whereas, Injustice and disproportion- 
ate inequality as well as misunderstanding, 
prejudice, and mutual distrust as between 
employer and employee are widespread in 
our social and industrial life today; 

Therefore be it Resolved, the House of 
Bishops concurring, That we the members 
of the General Convention of the Protes- 
tant Episcopal Church do hereby affirm that 
the Church stands for the ideal of social 
justice, and that it demands the aclueve- 
ment of a social order in whica the social 
cause of poverty and the gross human waste 
of the present order shall be eliminated, and 
in which every worker shall have a just re- 
turn for that which he produces, a free op- 
portunity for self-development, and a fair 
share in all the gains of prc . And 
since such a social order h apes be 
achieved progressively by the effort of men 
and women who in the spirit cf Christ put 
the common welfare above private gain, the 
Church calls upon every communicants 
clerical and lay, seriously to take part in 
the study of the complex conditions under 
which we are called upon to live, and so to 
act that the present prejudice and injustice 
may be supplanted by mutual understand- 
ing, sympathy and just dealings, and the 
ideal of thorough-gomg democracy may be 
finally realized in our land. 


When we come to the application 
of this principle, however, we find our- 
selves in many difficulties. To apply 
justice between man and man is the 
function of our courts, and they per- 
form that function reasonably well. 
To apply it between great classes of 
our population has seemed thus far not 
to be the function of any machinery 
created as yet in our government. 
Attempts have been made to create 
such machinery, as in the courts of 
industrial relations in Kansas. In 
grave industrial crises there has been 
intervention of the executive arm of 
the government, as in the issues per- 
taining to railroads and to the pro- 
duction of coal. Yet the fact remains 
that the solution has not been found. 
Many of us had hoped that the Kansas 
law had solved the problem, and when 
the labor unions rejected it as a peace- 
ful solution and have submitted only 
under coercion, we have been intensely 
disappointed. It is to the interest of 
labor quite as truly as to that of 
capital and that of the public that 
clashes between employer and em- 
ployed should be prevented. 


Waar тне Сновсн Cannor Do 


What is the function of the Church 
in this impasse? Let us first eliminate 
certain things that the Church cannot 
rightly be expected to do. 

The Church cannot create machinery 
for ihe State-——Urgently desiring that 
there be created for use between 
classes the equivalent of the courts in 
their, authoritative adjudication be- 
tween the rights of individuals, it is 
the function of the State, and not of 
the Church, to create such an equiva- 
lent. We cannot turn back the pages 
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of history. If this were the day when 
the Church was organically united, 
when its own courts had jurisdiction 
over moral questions, when the whole 
population accepted the authority of 
the Church, and when the State 
backed up the decisions of Church 
courts by coercive legislation, the 
responsibility for creating sucà ma- 
chinery might conceivably be placed 
upon the Church. Academically there 
is something to be said for such & po- 
sition. When the Church was united, 
her moral theology contained the solu- 
tion of every moral question that could 
arise. In the thirteenth and four- 
teenth centuries the Church would 
have grappled with such questions as 
now perplex us in our industrial rela- 
tions, and would have worked out the 
solution as a problem in morals. That 
solution would have been final in the 
forum of conscience and enforced 
through the confessional; and it would 
have been final in law and enforced 
through the courts. Thus, if the 
Church were organically united ‘апа 
her authority was accepted by the 
whole people, duties could be laid upon 
her that cannot be under twentieth 
century conditions and the American 
constitution. 

This is so obvious when stated that 
it seems scarcely worth recording. 
And yet we find about us constantly 
the allegation that the Church is recal- 
citrant, if, indeed, it be not charged that 
the Church has failed, because she has 
not solved the problem. Curiously 
enough, too, the charge is generally 
made by the very people who are most 
emphatic in demanding the complete 
separation between Church and State. 
Now if that separation is to be main- 
tained—and all of us are determined 
that it shall be—the Church must, not 
be blamed for declining to assume any 
part of the responsibility that she would 
have assumed, as a matter of course, 


six centuries ago. The State, not the 
Church, must create the machinery 
for harmonizing the differences be- 
tween capital, labor and the public. 

The Church cannot be тайв the advo- 
cate for one class of people as distin- 
guished from another  class.—Here, 
again, there is constantly the assump- 
tion made to the contrary. We are 
told that the Church is a “bulwark of 
capitalism.” We are admonished that 
it must be made the “friend of labor.” 
As a matter of fact the charge is un- 
true and the admonition unwise except 
to the extent that the Church must 
be the friend—because its true relation 
should be that of spiritual mother—to 
everybody. 

The one thing that the Ckurch may 
not do is to divide men into classes and 
to sympathize with the one class 
rather than with the other. Indeed 
the Church knows and must know no 
distinction between her children. Long 
before democracy was dreamed of in 
the State, the Church was practising 
it as a matter of course. In mediaeval 
centuries, when autocracy was at its 
worst, the peasant’s son could become 
pope, and so occupy a position higher 
than that of emperor. The Church 
should know no caste distinctions; and 
the caste of capitalist or of organized 
labor is not one whit better than that 
of feudal lord or of landed aristocracy. 
Well wrote good Bishop Coxe a half 
century ago: 

Our mothé the Church hath never a child 

To honour before the rest, 

But she singeth the same for mighty kings 
And the veriest babe on her breast; 
“Апа the Bishop goes down to tis narrow 

bed 


As the ploughman’s child is laid, 
And alike she blesseth the dark-browed 
serf 
And the chief in bis robe arrayed. 


The Church cannot become the prop- 
agandist for any social or political 
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program.—lt is difficult for many to 
see why. On what they deem to be 
sufficient reasoning, they accept for 
themselves certain policies or programs 
which they believe essential for the 
well-being of the nation—socialism 
or anti-socialism, the single tax, or- 
ganized labor, sovietism, prohibition, 
or any other program, good or bad, 
wise or unwise. Believing in such a 
program themselves, they assume that 
their reasoning should also be that of 
the Church, and that the Church 
should be committed to it. On the 
contrary it is no part of the duty of the 
Church to sanction particular pro- 
grams looking even to better social 
conditions. Her part is to proclaim 
principles and leave to the State, 
which, ideally, would mean her own 
enlightened children functioning in 
another sphere, the formulation of 
those principles in a program or 
policy. So also the Church cannot 
attempt to suggest how her own 
children should vote. 


У нат тне Сновсн Can Do 


Having thus eliminated certain 
things that the Church cannot cr ought 
not to do, let us seek to discover what 
is the Church’s function in relation to 
industry. 

The Church should impress the sense 
of personal responsibility alike wpon 
employers and upon employees —Men 
are created as units and as units they 
will be judged. They canMot merge 
their personality into a group nor their 
personal responsibility into group re- 
sponsibility. Where the collective “em- 
ployer” is an almost infinite number of 
small stockholders it is not easy for 
any one of ihem to exercise or even to 
visualize his responsibility. No doubt 
that responsibility is limited, in the 
sight of God, by his opportunity to 
exercise the small modicum of influence 
that he has. In such corporations it 
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may perhaps be said that the corpo- 
rate conscience will function in the 
directorate rather than among the 
stockholders. But the directors cer- 
tainly, and the stockholders where 
they. have the opportunity, must ac- 
count as individuals for the manner in 
which the corporation is administered 
with relation both to employees and 
to the public. The fundamental diffi- 
culty in applying Christian principles 
to corporation activities is the im- 
personal character of the latter. But 
impersonality cannot be permitted in 
the realm of social or moral activity. 
There is not an abuse in all industry 
for which personal action or personal 
neglect is not responsible. 

This applies quite as truly to the 
employee as to the employer. The 
former cannot merge his responsibility 
into that of his union. Indeed the 
abuses in the labor union system, 
which at the present time seem to be 
dragging the whole body of organized 
labor down to destruction, would very 
largely be obviated if it were well 
known that honorable men in a union 
would withdraw in a body if the union 
should be committed by those who 
manage its affairs to dishonorable or 
improper actions. As one reads the 
shameful story of union after union, 
such as has lately been revealed in 
New York and in Chicago, he wonders 
what can be the secret of that false 
loyalty that prevents honorable men 
among their membership from de- 
nouncing the things that are done in 
the name of the union, which is 
equivalent to saying in the name of 
all and of each of its members indi- 
vidually. The labor union cannot be 
saved unless honorable men belonging 
to it make it perfectly clear that they 
will not stand for dishonorable tactics; 
that they will themselves withdraw 
from unions that are dishonorably 
managed. For one man to adopt this 
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attitude would mean his martyrdom; 
for the whole body of honorable men 
in & union to do so would be the 
salvation of organized labor. Нопог- 
able men of the unions who are 
acquiescing in dishonorable manage- 
ment are guilty before God and men 
of the crimes or misdemeanors that the 
union collectively commits, while they 
must also assume the chief responsi- 
bility for the inevitable downfall of 
the union system which must ensue if 
their own culpable irresponsibility 
becomes general. The Church cannot 
perform a more wholesome function in 
the realm of industry than that of 
making concrete the teaching that 
individuals, whether as directors of a 
corporation or as members of a union, 
must assume responsibility for the 
actions of the group. 

The Church should define moral issues 
connected with industry—We sadly 
need a moral theology brought up to 
date. The Church has a definite 
answer to all the moral problems that 
relate to purely individual activities. 
It has no definite answer to the prob- 
lems that grow out of the collective 
activities of the present day. Funda- 
Jental principles are the same, but 
the application of those principles to 
industrial problems is frequently not 
clear. It is true that there is an in- 
creasing literature on the subject, but 
the Church seems not to have learned 
how to use that literature. Even in 
the Churches that practice private 
confession before a priest, I doubt 
whether the sins of the individual that 
are committed in the realm of his 
collective life—in the corporation, in 
the union, in society generally—are 
treated intelligently or uniformly by 
him who pronounces or withholds 
absolution. And who can conféss a 
sin unless his refined conscience con- 
victs him of it? The real difficulty is 
that nowhere in organized Christian- 


ity, so far as I can discover, is there, 
in general, a pastoral teaching such as 
will guide the layman in his corporate 
responsibilities, nor a standard held 
up by which he can test his own life. 
When we view such colossal illustra- 
tions of sin somewhere as we have in 
the West Virginia coal field, be the 
responsibility where it may, and then 
realize that among both operators and 
workers there must be no inconsider- 
able number of Christian men who 
earnestly long for a guidance that the 
Church is not giving them, we see 
what serious results follow this failure 
of the Church to develop a satisfactory 
moral theology pertaining to the realm 
of industry. Even the sermons that 
we occasionally hear on industrial 
topics seldom do more than show the 
amateur thinking of the preacher who, 
in the absence of authoricative text 
books, cannot give that helpful guid- 
ance which the people would welcome. 
No Savonarola arises to interpret a 
“Thus saith the Lord" to the twentieth 
century, and the questions are too deep 
and too intricate for a parish priest 
or local minister to answer from an 
inner consciousness that has not been 
schooled in the detail of the problems. 

Yes, we urgently need the guidance 
of the Church in industrial problems. 
But on the other hand I question the 
value of the inquiries into concrete 
occurrences—particular strikes or other 
disturbances—and the taking of sides, 
that some of our national religious 
bodies are doing. If it were the 
function of the Church to determine 
which party is right and which wrong 
ih any disturbance, it would become 
the duty of the Church to create a 
judicial machinery such as would ena- 
ble her to fulfill that duty adequately. 
It would be essential that competent, 
trained judges should hear each of the 
partigs to the dispute, should weigh 
very carefully the evidence, and should 
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then pronounce judgment after the 
manner of the courts of the land. True, 
the Church performed similar judi- 
cial functions in the middle ages. But 
those who believe she ought to do so 
now should reflect that fourteenth 
century conditions have passed away. 
The Church is no longer one. She no 
longer enjoys the allegiance or the 
confidence of the whole people. She 
can set up no tribunal which would be 
accepted by both parties at issue. She 
cannot subpoena witnesses nor provide 
for the proper examination and cross 
examinalion of those who voluntarily 
offer their testimony. In short, the 
Church neither has nor can create the 
machinery which would permit her to 
perform a judicial function with re- 
spect to specific issues, we will say in 
West Virginia or in Pittsburgh. 

In the absence of such machinery we 
find that certain of our social service 
organizations, representing a greater or 
less portion of the Christian Church, 
are performing funclions of irquiry as 
to the facts in particular dispules, 
making their own deductions concern- 
ing them, and publishing the result 
from time to time. Will I seem un- 
appreciative of their good intentions 
when I say that, in my judgment, 
these inquiries and conclusions are a 
chief embarrassment to the Church in 
performing her social duty adequately? 

For see how much is involved. We 
have already explained why the Church 
cannot perform a judicial, function 
with respect to such disputes. The 
inquiry that may be made by various 
boards, then, becomes altozethér in- 
adequate. They do not eszablish alle 
the facts. They gather mzny facts, 
indeed, but lacking the opportunity to 
correlate them properly, because cer- 
tain of the facts are lacking, their 
conclusions’ are inadequate Neither 
among employers nor among employees 
do we find, in fact, great respect for 


the conclusions that these ecclesiastical 
bodies have formulated from time to 
time; and since these conclusions pur- 
port, to some extent, to be the voice of 
the Church, those who fail to pay the 
highest respect to them are necessarily 
placed in a position of antagonism to 
that very spiritual organism whose real 
guidance they would profoundly wel- 
come. I wish I could think that the 
cause of justice is forwarded by these 
special inquiries. І до пої. I believe, 
rather, that the influence which the 
Church might have by laying stress 
upon principles of conduct is weak- 
ened, if not wholly lost, when her 
official bodies assume to themselves 
the function of grand juries or of 
judges. 

On the other hand I believe that such 
inquiries are useful when they proceed 
from disinterested secular sources. 
The Russell Sage Foundation, and 
similar institutions, have an opportu- 
nity in connection with industrial dis- 
turbances that does not conflict with 
fundamental duties. The difference 
between inquiry by such an institution 
and that by an official body of the 
Church is that the former has no claim 
on the allegiance of parties to the dis- 
pute; the latter has. The former can 
make suggestions, can even err, and not 
commit others than their own few mem- 
bers to those suggestions or those er- 
rors; the latter cannot. It is much less 
serious for a voluntarily formed foun- 
dation to intervene in industrial dis- 
putes and, possibly, to err in its con- 
clusions or in its advice, than for the 
Church to do the same thing. For 
after all, the Church is you and me, the 
employer and the employed, not as 
individuals, but as knit into the mysti- 
cal Body of Christ our Lord. If He, 
our Head and our Source of spiritual 
life, had desired that each local branch 
or board or commission representing 
some small part of the Christian Church 
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should have & supernatural illumina- 
tion in dealing with such matters, in 
measure beyond what may be possessed 
by seeular foundations, He would have 
made the possession of that faculty 
perfectly clear to the world, and the 
findings of such ecclesiastical bodies 
would,.long before this, have solved the 
problems of industry. In fact, how- 
ever, one’s Christian humility need not 
be developed to an extraordinary degree 
in order that he may perceive that, on 
the whole, the published results of 
various inquiries by ecclesiastical bodies 
have not been marked by greater wis- 
dom, nor have they approached greater 
inerrancy, than the inquiries of wholly 
secular tribunals. 

The Church should be absolutely non- 
partisan as between disputants.—Here 
is the crua of the difficulty. In the 
world we have the unhappy condi- 
tion that when an industrial disturb- 
ance occurs, one part of mankind im- 
mediately gives his sympathy to the 
employers and another part to the em- 
ployees, thougn neither is in a position 
to base his sympathy on an intelligent 
knowledge of the rights and wrongs of 
the case. This is tolerable, though 
illogical, in an individual; it is intoler- 
able for the Church. Neither employ- 
ers nor employed have, as a class, so 
universally good a record as to entitle 
them to the presumption of innocence 
when a clash occurs. The fallacy of 
catch-questions that are often asked, as 
though the answers to them were the 
cluef factors in determining disputes, is 
past belief. Of course labor has the 
right to organize; so has capital. Of 
course collective bargaining is a legiti- 
mate right, and it makes it quite as 
wrong for the one party as for the other 
to deliver an ultimatum which it will 
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neither discussnorarbitrate. Ofcourse 
arbitration is the sensible method by 
which to determine questions at issue, 
and sometimes it is one party and 
sometimes the other that refuses to 
arbitrate. Of course graft, and black- 
mail, and insolence, and hypocrisy, and 
double dealing, and intimidation, and 
slugging are wrong; and each of them is 
just as wrong on the one side as on the 
other. Yet when an industrial clash 
occurs, these various matters of course 
do not afford the slightest clue to the 
right or wrong that is immediately at 
stake. An individual has no right to 
give his sympathies to either side unless 
he has knowledge of the facts in the 
case, and the Church must not do so. 
It is better that the Church should not 
formally or officially take cognizance 
of the dispute at all, but should en- 
courage employer and striker to kneel 
reverently before the same altar, while 
the Church proclaims to each and to 
both the immutable laws of right and 
wrong. 

So I conclude this essay with three 
negative and three positive proposi- 
tions. Together, they are but ap- 
proaches to a subject whose very vast- 
ness appalls the serious student. The 
industrial issues of today are too new, 
as well as too complicated, for the 
Church to have had the opportunity of 
formulating a definite, unalterable 
program. We are still in the stage of 
inquiry, which must always precede 
conclusiog. 

It is helpful always for the Church tb 
participate in such inquiry and to en- 
courage her children to study the prob- 
tems. It is perilous for her to fulmi- 
nate conclusions otherwise than on the 
immutable principles of right and 
wrong. 


The Function of the Church in Industry 


By Rev. Нлнну Е. Warp 
Secretary, The Methodist Federation for Social Service 


N relation to industry the Church 
performs a threefold function: 
It is the teacher of the principles of 
conduct; 
It is the voice of moral judgment; 
Tt is the herald of a new order. 

Whatever form the Church takes, it 
always fulfills in some degree this three- 
fold function, save for those temporary 
groupings whose members vainly seek 
to evade the difficulties of this present 
life by turning their eyes constantly 
toward a future state of their own 
Imagining. 

In this discussion the term “‘indus- 
try" means something more than 
organized manufacturing. Because 
of the well-nigh universal presence and 
influence of the machine, industry now 
means all those relationships of eco- 
nomic activity which are both the 
essentials of human existence and the 
means to culture. This coal and iron 
age has given these relationships so 
large a place in life that the religious 
organization which ignores or neglects 
them will engage men for but an aes- 
thetie interlude in more urgent affairs 
or for a fleeting moment as they make 
their exit from this world. 

In the teachings concerning the way 
of life which the Church has undertaken 
to spread throughout the.world, there 
are to be found three fundamental 
principles of social organization; the 
supremacy of personality, the necessity. 
of brotherhood, the obligation of serv- 
ice. These principles have emerged in 
the long social experience of mankind. 
They represent struggle and achieve- 
ment as well as hope and faith. They 
have been paid for with a great price. 
Upon them religion sets its sancfion, 


declaring them to represent the nature 
and purpose of God, asserting that by 
them man must live if he would have 
fellowship with the Eternal. 

These principles are generally ac- 
cepted among us. To them most men 
render lip service, if nothing more. 
Yet it is notorious that they do not 
control the industrial order, whose 
basic principles of organization are the 
supremacy of property, the necessity 
of self-interest and the obligation of 
profit, so that personality, brother- 
hood, and service have continually to 
struggle for their life. This conflict be- 
tween Christian teaching and industrial 
practice is straining modern life to the 
breaking point, because it is at bottom 
a contest between the forces of life and 
the germs of decay for control of the 
body politic. Industrial civilization, 
just growing into self-consciousness, is 
now choosing to which of these two sets 
of principles it will entrust the domi- 
nance of its collective life. Which shall 
be master and which servant? As his- 
tory demonstrates, it is the choice be- 
tween the way of life and the way of 
death for organized humanity. 

In such a pass, in what grouping of 
its varied life shall mankind learn what 
principles of conduct make for a con- 
tinuing social order? In the State— 
from the voices of officeholders touched 
of necessity with the infirmity of op- 
portunism? In industry—from cap- 
tains of finance or leaders of labor 
caught in the toils of & warfare of sec- 
tional interests? In  science—from 
economists, sociologists, technicians, 
trained as specialists in one field of re- 
search, one segment of life? To each 
of these his task, and from each his 
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contribution, but to the Church falls 
the duty of codrdinating the capacities 
and achievements of all these fellow- 
workers, of adding to this common 
counsel the sanction and the dynamic 
which come only when men contem- 
plate their duty and the possibilities of 
mankind sub specie aeternitatis and also 
sub specie communitatis. 


Tue OBJECTIVE OF THE CHURCH 


As the Church attempts to get 
translated into terms of organized life 
principles which are generally accepted 
as desirable, it becomes evident that its 
educational objective is twofold. It 
seeks to get people who live in a world 
where points of views are continually 
determined by property, self-interest 
and profit, to take their attitudes and 
form their judgments in terms of per- 
sonality, brotherhood and service. 
It also seeks to get people to express 
these principles in concrete acts, meas- 
ures and policies. The former is 
mainly the task of the pulpit, the latter 
of the discussion group. It is the 
preaching function of the Church, both 
in individual and collective utterance, 
to show men what industrial life means 
and ought to mean, by lifting them out 
of the narrow interests and temporary 
conflicts of the moment into the larger 
atmosphere of universal and abiding 
principles. It is through the other 
teaching agencies of the Church, in dis- 
cussion groups in which people of 
varied training and interests partici- 
pate, that agreement may be reached 
as to what concrete acts, measures and 
policies sufficiently express the prin- 
ciples of Christian teaching to require 
for them the support of church mem- 
bers as a religious duty. 

This is the way in which the chyrches 
have been proceeding. The growing 
body of educational material which 
they have put out in this field, and the 
statements adopted by various eccle- 
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siastical bodies, both formulate general 
standards of industrial action as pres- 
ent expressions of the basic principles 
of Christianity and also specify certain 
measures which are to be supported as 
more or less satisfactory expressions of 
these standards. For example, prac- 
tically all church authorities have de- 
clared that the Christian concept of 
the nature and worth of personality de- 
mands that the first charge upon any 
industrial undertaking is the adequate 
support of those actually engaged in it, 
and urge their constituents to work in 
various ways for a living wage as a 
minimum. In like manner, they insist 
that the necessity of brotherhood be 
applied to the distribution of wealth. 
They ask what economic necessity re- 
quires luxury to continue to increase 
and capital to multiply, while wages 
are being cut and the standard of living 
lowered for large numbers of people? 
Similarly these church utterances 
point out that when Christians talk of 
the obligation to service, they must ask 
what this means in terms of an indus- 
trial order that relies for its efficiency 
upon the profit motive; they must dis- 
cover what it requires, for example, in 
the matter of access to natural re- 
sources and raw materials by different 
classes, nations and races. 

The increase of preaching and dis- 
cussion concerning the meaning of 
Christianity in terms of the industrial 
order should stimulate experiment on 
the part bf those bearing industrial 
responsibility. If religion is socially- 
minded, it will continually stimulate 
adventurous spirits to creative enter- 
prise in the vast laboratory of economic 
organization. At this point, the 
Church has a definite responsibility as 
a church. Practically all religious 
organizations are in business in various 
ways—as employer and investor, as 
marufacturer (of printing), and land- 
lord. What better way to teach the 
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meaning of Christian principles than 
to demonstrate them? Yet in modern 
industrial history, I am not aware of a 
single case in which church manage- 
ment has set new standards. So far, 
the experimenting has been done in so- 
called secular business enterprise and 
church organizations have been but 
followers, and often limping, tardy 
followers at that. 


ETHICAL STANDARDS 


In the process of teaching an indus- 
trial society the present meaning of 
those principles of conduct and asso- 
ciation which have been developed in 
the experience and approved by the de- 
sires of the past, the Church inevitably 
becomes the voice of moral authority. 
It constantly finds itself compelled to 
pass judgment on situations and pro- 
grams, on movements and systems; to 
indicate whether or not, and to what 
degree, they embody and exemplify the 
principles of its teaching. If it avoic 
this often disagreeable duty, no matter 
how sonorous its proclamation of essen- 
tial principles, it becomes but a blind 
leader of the blind, heading for the 
ditch that finally receives those who 
mouth sound principles while they 
continue or sanction contradictory 
practices. 

In practice the voice of the Church in 
industrial matters is expressed by indi- 
vidual men on their own responsibility, 
as for instance, the writings of such men 
as Rauschenbusch or Ryan; ёг by rep- 
resentative groups, either clerical or 
both clerical and lay, as for instance, 
the Catholic Bishops’ Program of Re- 
construction, or the Steel Strike Report 
of the Interchurch World Movement; 
or by the formal action of official, eccle- 
siastical bodies, as for instance, the 
famous encyclical of Pope Leo Tn 
“On the Condition of Labor," 
the various statements adopted. bs 
Protestant denominations. Running 


through all these utterances, there is 
а, common voice. They agree in their 
condemnation of certain general prac- 
tices of the industrial world and of 
certain elements in its accepted social 
philosophy, as being anti-social and 
therefore irreligious. This very fact 
establishes a moral judgment of suffi- 
cient social validity that it cannot with 
impunity be disregarded by our indus- 
trial civilization. 

Yet the right of the Church to utter 
moral judgments concerning industrial 
issues is now being vigorously con- 
tested by those whose industrial con- 
duct has heretofore been without re- 
straint of any authority. In final 
analysis, this is the question of the 
authority of the pulpit and the clergy, 
because the voice of the Church in these 
matters, while it may at times be 
formed with the participation of some 
laymen, and at times uttered with the 
approval of even more, will necessarily 
be formulated and uttered for the most 
part by those set apart for that pur- 
pose. Because this voice does and will 
often run counter to accepted practices 
and views, it will necessarily meet the 
opposition and even the rebellion of a 
considerable section of the laity. On 
what basis then can the pulpit, indi- 
vidually and collectively, establish a 
moral authority which society evidently 
needs? 


THE Аотновтх OF THE Сповсн 


Е the voice of the Church is to have 
authority over the conscience and 
actions of men and the ways of society, 
that authority must be inherent in its 
judgments. To the degree in which 
they are characterized by appeal to 
enduring values, by competent han- 
dling of facts. and by disregard of con- 
sequences to those uttering them, they 
will have power. The world may resist 
for & while the vision of the prophet, 
reject for a time the counsel of knowl- 
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edge, trample under foot for a day the 
devotion of the martyr, but finally it 
must needs follow them. 

So the right of the clergy to utter 
judgment concerning industry rests 
upon and will be maintained by the 
strength and integrity of their convic- 
lion that they speak the enduring word, 
upon their proven competency to han- 


dle the facts and forces of the industrial - 


world, and upon their willingness to 
risk discomfort and loss both for them- 
selves and their Church. These con- 
ditions are to some degree being met. 
In recent years, the churches are train- 
ing a group of men in the historical 
knowledge of both the social experience 
and the religious convictions of the race 
and in such acquaintance with indus- 
trialism that their utterances cannot be 
waved aside as the voice of zeal without 
knowledge. Furthermore, they are 
teaching more men how to use for pur- 
poses of moral judgment the work of 
specialists in industrial investigation 
and research. It is significant that 
none of the findings of church bodies 
concerning recent industrial conflicts 
have been successfully disputed as to 
statements of fact. Some of these find- 
ings, as in the matter of the steel strike 
and the open shop campaign, have cost 
church bodies something in the loss of 
funds. Such a process of judgment, 
thus demonstrating its intellectual 
competence and its moral validity, can- 
not be deprived of authority. This 
authority will increase in a democratic 
age to the degree that the voice of the 
clergy is characterized by a sympa- 
thetic sense of a common responsibility 
for the situations in which judgment 
is uttered. Only those who feel deeply 
the bondage of the common body of 
this death in which the industrial sys- 
tem has tied us all, can help mahkind 
to escape from it and to find the way of 
life. 

In the clash of conflicting interests 
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the judgment of the Church acquires 
also the authority of soms degree of 
detachment. Speaking generally, the 
living of the Church comes from all 
parties to the industrial conflict. Like 
the impartial chairman in some indus- 
trial boards who is paid by both sides, 
it need be swayed by neither. Yet its 
highest allegiance is not to both, but to 
the common social welfare alone. It is 
partisan only to the facts and to 
humanity. In the present condition of 
universal industrial belligerency only 
the man of science and the man of reli- 
gion can reach this degree of detach- 
ment, and these not without effort. 
They must, therefore, join forces to 
maintain the authority of the common 
weal as they see it. It is the nearest 
we can come to any disinterested guid- 
ance for humanity. 

The function of the Church in rela- 
tion to industry does not end with 
teaching principles and uttering judg- 
ments. It is the organization that 
seeks the realization of the ideal and 
its expression in life. It stands for 
what ought to be and therefore con- 
tinually turns the eyes anc the steps 
of men toward a better way of living. 
It is and always will be the herald of a 
new order. Its supreme task is to 
arouse the faith and hope, to generate 
the love, that will continually create 
improved forms of social organization. 

To most beneficiaries of the estab- 
lished order this aspect of the function 
of the Chyrch is particularly objection- 
able. To them it is sacrilege even to 
suggest the temporary nature of cap- 
italism. But the teachers of religion 
know that the steel and concrete in 
which the industrial order has encased 
life are no more permanent than wood 
and clay, stocks and bonds than crowns 
and thrones, and they must declare 
their knowledge. Moreover, the hour 
impels. ` Already there is a deep and 
wide revolt of the spirit of man against 
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the present industrial order for its in- 
humanity, its injustice, its belligerency, 
its inefficiency. This rebellion affects 
the constitution of the universe, for it 
affirms that if this tragic disorder which 
we call civilization be the climax of 
human effort, then is the social struggle 
of mankind but a cosmic jest. In such 
a time, it becomes the duty of organ- 
ized religion to prevent, if it may, the 
ruling groups from obstructing the 
highway of progress and the repressed 
groups from tearing up the road. 
Thus many present voices of the 
Church call men to the creative task of 
developing a new order, whether it be 
a sect declaring that in the ideal 
society all property with the exception 
of such things as are necessary for per- 
sonal and household use should be 
owned communally, or whether it be 
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Methodists saying that industry must 
be transferred from the basis of gain to 
the basis of service, or Catholics insist- 
ing that capitalism and socialism are 
alike unchristian and must be replaced 
by a system of individual, codperative 
ownership. It is the distinction of 
these modern religious voices that they 
do not call men to make a fixed pat- 
tern for society. They have caught the 
scientific method. They donot pretend 
to know what we shall be, but they urge 
men constantly to use both reason and 
faith to discover new ways of living 
more in harmony with our ideals and 
with the results of experience. They 
challenge the creative energy of man to 
unite with the creative spirit of the 
universe in continually developing the 
capacities of humanity for living 
together. 


An Employer’s View of the Church’s Function in 
Relation to Industry 


By Jonn J. EAGAN 
President, Ње American Cast Iron Pipe Company, Atlanta, Georgia 


HE first duty of the Church in rela- 

tion to industry is to get to the 
employer the message sent by Paul to 
Philemon, the employer of long ago. 
That message dealt with a laborer, 
who had struck, walked out, the slave 
Onesimus, who had run away and had 
gone to Paulin Rome. Paul sent him 
back to work with a letter, which said: 
“Perhaps he departed for a season, 
that thou shouldst receive him forever; 
not now as a servant, bu; above a 
servant, a brother beloved.” 

More of the so-called laboring class 
would be coming to our churches if they 
had better reason to expect to be able 
to return with such à message to their 
employers. And surely more of the 
so-called capitalist class, who profess to 
follow Christ, would cease to oppose 
democracy in industry, if such a mes- 
sage were impressed by the Church, as 
the word of God, upon their hearts. 
The message puts the relationship of 
employer and employee upon an even 
higher plane than that of the Golden 
Rule, which applies to all men alike. 
The employer is to receive the employee 
“not now as a servant, but above a 
servant, a brother beloved.” What a 
solution for strikes! 

The next duty of the Church in rela- 
tion to industry is to get 50 employer 
and employee alike, the message which 
Jesus gave when he washed the feet of 
His disciples, including those of His 
betrayer, the night of the betrayal. 
Jesus said: “Ye call me Master and 
Lord; and ye say well; for so am. If 
I, then, your Lord and Master, have 
washed your feet, ye also ought to wash 


one another’s feet. For I have given 
you an example, that ye should do as 
Ihave done to you. Verily, verily, I 
say unto you, the servanz is not greater 
than his Lord; neither he that is sent 
greater than he that sent him." If the 
spirit of these words weze the spirit of 
the rules of any industrial plant, could 
there be in it any talk of closed shop, 
lock-outs or strikes? 

The memory of the concern of the 
public in the price of the output of every 
industry brings the thought that the 
Church, to be true to the teaching of 
the Master, must insist upon the prin- 
ciple voiced by Jesus when He said: 
“Whosoever will be chief among you, 
let him be your servant; even as the 
Son of man came not to be served, but 
to serve, and to give His life.” Above 
everything, the Church is called to 
teach that he who world follow Jesus 
must place service to the public and to 
fellow-laborers, whether they be em- 
ployer or employee, above profits and 
position. 


Ture CHURCHES SHOULD PROCLAIM 
Сор’з Worp 


In approaching the question of the 
Church’s function in relation to indus- 
try, I am in thorough accord with those 
who hold that the primary function of 
‘the Church is to proclaim God’s word, 
and that the Church treads on danger- 
ous ground when she departs from this 
duty. Igoevenfurther. The Church, 
I believe, humanly speaking, will be 
hopelessly lost, if she continually fails 
to proclaim the whole of God’s word. 
Hence, my vital interest in God’s word 
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in its relation to industry and the mes- 
sage of the Church with reference to 
this subject. 

James says that: “the word” is а 
mirror, in' which we, employer and 
laborer alike, may see ourselves as we 
really are. Не warns of the danger of 
looking into the mirror by hearing the 
word, and going away without remem- 
bering what we have seen. “ Whoso 
looketh unto the perfect law of liberty," 
says James, “and continueth therein, 
he being not a forgetful hearer, but a 
doer of the work, this man shall be 
blessed in his deed.” But does not 
that which is held before us as “the 
word," as & mirror, become a dull, 
cracked and useless thing, in which 
neither employer nor laborer can see 
himself, if the Church, whose all-in- 
clusive function it is to hold the mirror 
before us, neglects to declare the un- 
palatable truth which James reveals 
in these simple, unmistakable words? 


Go to now, ye rich man, weep and howl 
for your miseries that shall come upon you. 
Your riches are corrupted, and your gar- 
ments are motheaten. Your gold and silver 
is cankered; and the rust of them shall be a 
witness against you, and shall eat your flesh 
as it were fire. 

Ye have heaped treasure together for 
the last days. 

Behold, the hire of the laborers who 
have reaped down your fields, which is of 
you kept back by fraud, crieth; and the cries 
of them which have reaped are entered into 
the ears of the Lord of Sabaoth. . 


Quite a text for a word from the Church 
concerning the living wage. And, to 
make the mirror wholly clear and re- 
vealing, the words of Moses, “Thou. 
shalt not lend upon interest to thy 
brother,” should be added. Looking 
into the mirror so cleansed, the men, 
who hold that a return upon cold in- 
vested dollars must come ahead of the 
payment of a living wage, which wage 
would enable little children and a wife 
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to live without slaving in a mill, might 
see themselves as their Maker sees 
them. : 

"The investigation by our government 
of the death of 1,043 babies in an 
American factory town in our day 
shows that the death-rate among the 
babies in the poorest families was more 
than four times as high as among those 
in the highest paid group. The moth- 
ers of 267 of the babies had to go out to 
work during the first year of their 
babies’ lives. These babies died al- 
most like flies, 277.8 per thousand being 
the death-rate among those whose 
mothers had to go before they were four 
months old. The babies in those 
homes where seven or more families 
lived huddled together died at the rate 
of 286.6 per thousand. Former Sur- 
geon General William C. Gorgas has 
said: . 

That poverty is the ‘greatest single 
cause of bad sanitary conditions was very 
early impressed upon me. If I should go 
again into a community such as Cuba or 
Panama, and were allowed to select only 
one sanitary measure, but were at the 
same time given power to choose from all 
sanitary measures, I would select that of 
doubling wages. This, in my case, is not 
altogether theory. In our tropical pos- 
sessions, in Cuba, Porto Rico, the Philip- 
pines, Panama, the result has always come 
about that we have largely increased wages; 
the result has also come about that im all 
the cases we have greatly improved sani- 
tation. 


Porre Сор'в Worp INTO PRACTICE 


With milions starving for food in 
Europe, grain this winter was being 
burned for fuel in South America and 
in our western states, because the 
farmers could not sell the grain for 
enough to get coal. Milions at home 
and abroad shivered last winter for lack 
of fuèl. Yet overproduction of coal 
has been offered as an explanation for 
the unsatisfactory conditions in the 
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coal mines. The production of coal, a 
necessity of life for all, has been stopped 
in a great number of mines because 
operators and miners cannot get to- 
gether and agree upon a living wage for 
the men who spend a great part of their 
lives digging, out of sight of the light of 
day, in order that our factories may 
run and our furnaces may be fired to 
warm our homes. 

Did not Onesimus, striking long ago, 
learn something from Paul, which the 
Church might well say to the striking 
miners of our day? And did not Paul's 
letter to capitalist Philemon, begging 
him to take Onesimus back, “not now 
as a servant, but above a servant, a 
brother beloved," have in it a message 
for the mine operator and capitalist of 
this age? The words, "above a serv- 
ant, a brother beloved,” for the strik- 
ing workman, returning, and the mem- 
ory of Jesus, God incarnate, washing 
His servants’ feet in order to put an end 
to a dispute over position and place, 
would justify the Church in urging 
something even more than democracy 
in industry as a method for ending a 
dispute between capital and labor such 
as that which has stopped the digging 
of our coal. 

With women and children starving 
for the lack of the food which has 
been burned for coal, and with people 
shivering every winter for the lack of 
fuel, and with the price of everything 
being driven up and kept up by the 
inflated price of coal, is not the Church 
recreant to her. trust, if she fails to 
point to this needless suffering and to 
remind both capital and labor that 
those who would follow Christ are 
here “поё to be served, but to serve, and 
to give their lives" to save others. 
America would not have suffered from 
three thousand strikes a year for Ше past 
five years, I venture to say, if all of 
the prophets in our pulpits had pressed 
these principles upon their hearers 
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as diligently as they have pressed the 
eall to the foreign field. I confess my- 
self at a loss to understand the thought 
of those who question the propriety of 
the Church speaking more than pious 
platitudes upon industrial problems of 
our day. 

The Roman Catholic Church in 
speaking clearly, plainly and fearlessly 
upon these subjects has added another 
to the many debts, which we must ad- 
mit that we owe to that Church, how- 
ever many we may think her mistakes, 
and however much we may differ from 
her. members in the expression of our 
faith. 

To me, one of the most Lopeful signs 
of the times is the declaration adopted 
by the Federal Council of Churches of 
Christ in December 1918.1 

The committee of Christian minis- 
ters and laymen who investigated and 
published the facts of the steel strike 
was moving in the right direction. I 
glory and rejoice in the fearless work of 
these men. But was it not unfortunate 
that the churches had not gathered the 
facts and let in the light of God’s truth 
long prior to the strike? Possibly, 
then, there would have been no strixe. 

There have been mutterings in our 
coal fields for years. Conflicting state- 
ments have been given to the public 
again and again. How many of our 
churches have given careful considera- 
tion to the subject? When lives and 
industries throughout the world are 
largely dependent upon this one indus- 
try, does it not seem that the churches 
should have a word to say with refer- 
ence to the conflict between operators 
and miners, and the interest of the 
public therein—that word to be based 
upon carefully ascertained facts? From 
the bottom of my heart I believe in 
"foreign missions," but I cannot re- 
frain from saying that the situation in 

1 Ses, "Policy and Program of the Christian 
Churches," p. 126. 
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the coal fields, and similar situations 
which may arise, demand our attention 
as Christians just as much as does the 
foreign field. Therefore I rejoice to 
see material touching the coal strike 
and kindred subjects being sent out by 
the Information Service of the Federal 
Council of Churches. This informa- 
tion should be placed in the hands of 
every minister and church official in 
America, and it should be used by 
them. 

Mr. Seebohm Rowntree, the English 
manufacturer, in New York last win- 
ter, made a statement which indicates 
how some minds are moving, and to 
me proclaims the coming dawn. Mr. 
Rowntree said: “As a follower of Jesus, 
I cannot go to sleep in comfort at 
night, until I know that conditions in 
my plant are such that I should be glad 
to see any one of my children take any 
position as a laborer in the plant.” 
I do not know the conditions in Mr. 
Rowntree's plant, except by hearing 
that they are exceptionally good, but I 
know the condition in many coal mines, 
mills, factories and plants of America. 
Could we, who know the conditions in 
these, honestly say that we should be 
glad to see one of our children “take 
any position as a laborer in the plant?" 

Until all followers of Chirst, who em- 
ploy labor, can honestly make such & 
declaration, surely it is the duty of the 
Church to condemn their failure and to 
call them to repent and take the better 
way. Otherwise, shall we ever prove 
that we love our neighbors ds we love 
ourselves, and that we are willing to do 
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to them as we would have them do to 
us? More, that we would willingly die 
for them as did our Saviour? ' 

So long as 6,000,000 unemployed can 
walk our streets in winter, so long as 
the majority of the 25,000,000 wage- 
earners of the United States live in 
constant fear of unemployment and in 
dread of the inevitable want for their 
families, if accident or death removes 
the wage-earner, so long as there is one 
cold, hungry child, or one forced to 
work, or a baby deprived of its mother 
by the lack of a living wage, so long as 
babies are dying as the result of indus- 
trial conditions, the function of the 
Church in relation to industry is crystal 
clear. 

This, I conceive to be the all-inclusive 
function of the Church, to show forth 
the living Christ, His power, and love 
in our lives. 

No untried path Les before us. 
Christ has travelled and marked the 
way with His cross. I know no other 
for the Church, which He promised 
should break the very “gates of Hell." 

Despite our failures and lack of faith, 
for ages these gates have been giving, 
cracking before the slow onward, up- 
ward surge of civilization moved by the 
Church in which works the Spirit of 
Christ. Has not the time come for 
the Church, in His name and strength, 
to smash the gates of the industrial hell 
on earth and release ihe mothers and 
babies, the men, women and children 
who suffer therein? 

This, surely, is the function of the 
Church. 


An Employer’s View of the Church’s Function 
in Industry 


By P. H. CALLAHAN 
President, Louisvile Varnish Company, Louisville, Kentucky 


ITHIN recent years some nota- 
ble changes have taken place 
in the views of employers concerning 
the function of the Church in industry. 
Formerly, it was the consensus of 
opinion that neither the Church nor 
the State had any right to function in 
respect to industry. Industry, we 
thought, should be free; free, not only 
as & whole, but in all its functions and 
allits factors. Competition should be 
free; bargaining should be free; above 
all, labor should be free. From the 
greatest to the least let each run his 
race—‘‘and the de’il take the hind- 
most.” That was our philosophy in 
the last century. It was the extreme 
individualism of Herbert Spencer ap- 
plied to economics, with the doctrine of 
the survival of the fittest held up as the 
last word in theory, and ofter. literally 
exemplified in practice. Modern in- 
dustry was largely built on the basis of 
that philosophy and, needless to say, 
it has been in numerous instances a 
grim tragedy. 

Certainly, industry could not have 
been conducted on that individualist 
philosophy without the world at large 
being in sympathy, asit was. In point, 
of fact the employers merely adapted 
to their particular field the individual- 
ist theorics that were being variously 
applied to the wider domain of society, 
but especially in religion and politics. 
If in religion all opinions were equally 
good, and in politics all methods were 
equally fair, why in economics were all 
bargains not equally just? Thus it was 
agreed on all hands, and society &t- 
tempted to achieve the impossible 
paradox of individualistic concord. 

That is all changed now. The world 


has lost sympathy with the individual- 
istic idea. , We may, indeed, be headed 
for the other extreme; but whether or 
not we go as far in the opposite direc- 
tion, we can be sure that the day of un- 
restricted competition, of unlimited 
exploitation, of non-interference and 
laissez-faire, is a thing of the past. 
The War showed that, and although a 
decided reaction followed the War, the 
ramifications of production and distri- 
bution have come to affect the public 
too widely and too deeply for industry 
ever again to be “let alone” by the 
guardians of the public welfare. The 
right of the State to function in this 


field is no longer questioned by any of 


us; it is now only a question as to the 
extent that the State should exercise 
that right in order to safeguard the 
public welfare. 

The right of the Church is but an- 
other aspect of the same matter. In- 
dustry bears on morals even more than 
it bears on the publie interest. Its 
every phase has somewhat to do with 
human beings and where there are 
human beings, there are moral laws 
and obligations also, and there, unless 
she would forfeit all right in the moral 
sphere, the Church must have some 
function. ,To acknowledge the right 
of the State to function in industry and 
yet deny the right of the Church, is 
inconsistent with any adequate con- 
ception of the human element in in- 
dustry. 


INDUSTRY HAS А MORAL ASPECT 

All industrial problems have a moral 
aspect. Indeed, a human being can- 
not exercise his,free will, in thought, 
word, deed or omission, without touch- 
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ing on morals. The moral sphere is as 
broad as humanity itself. It embraces 
every relation, every affection, every 
motive and impulse known to man. 
Where there is an opportunity to do 
justice or injustice, to show kindness or 
unkindness, to extend or withhold 
charity, a question of morals is in- 
volved. Where the amount of wages, 
the length of hours, the safety of em- 
ployment, is to be determined, a ques- 
tion of morals is involved. The status 
of the workers involves a moral ques- 
tion; the direction of the work involves 
a, moral question; production; price and 
profit, each involves a moral question. 
In short, industrial management and 
control, because it has to do with hu- 
man beings, must be considered in all 
its phases with a view to the right and 
the wrong of the thing. 

Man is not a mathine to be geared 
and run for the benefit of industry, 
whether on the basis of:an individual- 
istic or a socialistic philosophy. Men 

' are no more to be exploited for the wel- 
fare of society than for the enrichment 
of individual persons. It із not enough 
that the public interest be safeguarded; 
nor yet enough that private interests 
be secure. The dignity of the human 
person must be respected. This does 
not belong to the State but to the 
Church, which stands in relation to 
morals as does the State in relation to 
the public interest. 

The human element in industry r re- 
quires the Church to function in this 
field in order to save hunfan beings 
from the degradation they suffer m 
being regarded as creatures of the 
State. Without the Church we have 
no reason to hope that the concept of 
human dignity, which is her singular 
contribution to civilization, will be 
preserved. Christ said to the Phari- 
sees that the Sabbath was made for 
man and not man for the Sabbath; 


unless this profound truth is kept blive 
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in the world nothing can preveni a 
recrudescence of the pagan thought, 
with which even the Jews became 
tainted, that man was made for society 
and may be exploited, enslaved, sacri- 
ficed, for the benefit of society or its 
favored institutions, among which in- 
dustry holds as high a place in our 
modern eyes as did the Sabbath among 
the Jews. 

When Pope Leo XIII in his famous 
encyclical on “The Condition of the 
Working Classes” restated in terms of 
modern application the time-honored 
teaching of the Church that it is im- 
moral to treat human beings as mere 
instruments for producing wealth, 
whether for a few capitalists or for 
society at large, the whole current of 
modern thought pertaining to industry 


. began to change.’ Most everyone will 


now admit that the methods prevailing 
in industry at that time were unjust, if 
not, indeed, inhuman. Not, perhaps, 
so inhuman as the worst forms of 
slavery, but scarcely to be preferred 
over the best form of that ancient in- 
stitution. The underlying philosophy 
of both was that nature had ordained 
that some persons in society should 
exploit others for their own benefit. 
Nothing short of the world-wide in- 
fluence of the Church, exerted at the 
propitious time when the reactions 
from materialism had set in, could have 
changed the current of thought then 
prevalent, without carrying things to 
the other extreme, which the wave of 
radicalism fast rising gave earnest 
promise of doing. 

First, then, it stands in the nature of 
things that the Church should function 
in respect to industry because industry 
has a moral bearing that is wide and 
deep, and it is in the moral sphere that 
the €hurch exercises the fullest com- 
petehce. Wherever there is a moral 
question, there the Church should 
function. 


Fonction or тни CHURCH IN INDUSTRY 


Tue CHURCH IS єни TEACHER. 


Again, the Church should function in 
this field because her teaching has been 
the one great force in humanizing civili- 
zation, in lifting mankind out of the 
degradation of pagan thought toward 
the dignity of the Christian ideal, and 
it-would be an incongruous thing, with 
the ramifications of industry as exten- 
sive and vital as they are, to exclude 


from this field the one force that has. 


demonstrated its power to lead the 
human race on to higher planes. 

The workingman should welcome 
the Church’s functioning in industry 
because the strength of her influence is 
his one hope to improve without vio- 
lence his status to the point where not 
only economic justice but social justice 
as well, will be within his reach. The 
employer should welcome it because, 
first, itis right and, second, it is all that 
can stay the swing of the pendulum to 
the other extreme where, as today in 
Russia, the once favored classes will be 
trampled down and destroyed. Society 
as a whole should welcome it because 
with the Church teaching and the 
State governing in well-balanced har- 
mony society is organized on the best 
possible plan, the most intelligent, the 
most tranquil, the most lasting. 

The Church is, of course, preémin- 
ently the teacher. She is equipped to 
teach the world. She has the experi- 
ence, the heart, the vision. She knows 
history. She knows men. She has 
been with them, has studied them for 
centuries. She is the incomparable 
expert in human nature. Her specialty 
is religion, but religion was made for 
man, and a religion that does not enter 
into his daily life can be of no great 
benefit to him. A religion that does 
not reach man’s heart can have,no ap- 
preciable effect on his conduet. A 
religion that does not take in the whole 
moral sphere cannot adequately deal 
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with any moral problem. Moral values 
are not delimited by zones or occupa- 
tional lines; they all run into one an- 
other; and the moral teacher that does 
not assert the right to function in such 
an important sphere of human activity 
as modern industry, acknowledges its 
own incompetence. 

There is no necessity here to discuss 
man’s need of religion, which alone has 
lifted the race out of the pits where the 
first man born slew his brother; which 
alone can search man’s conscience and 
train his will to better things. It is 
enough to say that without the Church 
to teach us the right and the wrong of 
human conduct in all the relations of 
men, it is left only for the State, by the 
power of numbers, to establish society 
on the basis that for the moment is in 
most popular demand. 

In the light of history and with hu- 
man nature what it is in the raw, that 
alternative holds out a prospect which 
must cause even selfish groups and per- 
sons to be willing:for the Church to 
exert her moral influence in the field of 
indusiry. There is no wrong however 
great that the untaught conscience of 
the people has not in the past condoned, 
no cruelty however deep tiat popular 
majorities under the spell of some 
inflamed propagandist have not ap- 
proved. Neither barricades nor bullets 
are adequate to check an aroused popu- 
lace; and as for law, this is effective 
only to the extent that it has tke 
sanction of the common conscience. 
The power that can lay its edicts on 
man's conscience alone can save him in 
that hour when the elemental traits of 

,human nature break through the crust 
of civilized conventions. That power 
is the Church, the great moral teacher 
of mankind, which should have an ac- 
tive function in all divisions of society, 
and not least in that field where so 
many men and women spend their 
lives. 


Labor’s View of the Church’s Function with Regard 
to Industrial Relations 


By Jonn A. Уо, 
President, Glass Bottle Blowers’ Association 


ABOR’S view of the Church’s 
function with regard to industrial 
relations is not only sympathetic at 
this time, but pleasing, being in direct 
contrast with the views held by labor on 
this matter in the not very distant past. 
In fact, the common opinion among 
wage-earners was that the Church had 
not only neglected its duty in regard to 
industrial relations toward the masses, 
but that it curried the favor of material- 
ism. Labor has nowhere to look or 
nowhere to go for common justice other 
than to the Church, unless it found its 
efforts upon a materialistic basis and 
thus control and dominate government 
and the Church, as capitalism is at- 
tempting to do and as the masses have 
done in Russia. In other words, if 
labor cannot depend upon the Church 
for sympathy and a vigorous stand for 
justice, it will be forced to conquer one 
blighting form of materialism with an- 
other equally inhuman and destructive 
of men’s souls and the finer sensibilities 
of life. 

This condition in government or form 
of government should never be allowed 
to prevail, nor will it prevail if Christian 
doctrine is put into practice in industry. 
Jt was materialism that enslaved the 
laborer. It was the Church that freed 
him, not by the sword but by the doc- 
trine of human equality, and this is the 
doctrine that capitalism abhors and 
would crush if possible. On the other 
hand, it is upon this doctrine that the 
laborer relies to uphold his dignity as 
man and to obtain his just share of the 
fruits of the earth. It is because the la- 
borer felt, whether rightly or wrongly, 
that the Church had become lax in 
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her industrial relations and was allow- 
ing materialism to control and oppress 
her, that he became cold and critical. 
Materialism ran rampant from the 
time of the Middle Ages when capital- 
ism supplanted feudalism and crushed 
the workingmen’s guilds, until 1891 
when Pope Leo XIII startled the world 
with his famous encyclical on the “Соп- 
ditions of the Working Classes.” How- 
ever, this extraordinary and it would 
seem inspired elaboration of the doc- 
trine of human equality was allowed to 
lie dormant. The first real activity 
in conformity therewith came nearly 
twenty years later through the Federal 
Council of the Churches of Christ in its 
investigation and report to the public 
of the strike of the steel workers 
at Bethlehem, Pennsylvania, in 1910. 
The Christian forces gradually continu- 
ing their activities since that time have 
inspired the laborers with the hope and 
confidence that they will not be left 
defenceless to the gaping maws of 
capitalism nor forced to become mate- 
rialists and eventually atheists and 
drifters with the tide for protection of 
their rights and liberties. To become 
materialists would result only in serf- 
dom if their materialistic effort to con- 
trol and dominate met with success. 


Toe Сновсн то Take Active Part 


To the laborer’s mind the position 
and attitude of opposing forces in in- 
dustry makes it plain that the Church 
can no more separate herself from in- 
dustrial relations and activities than 
can the'government or the laborer him- 
self be separated therefrom. Nor can 
the Church maintain a neutral position 
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as capitalism has pressed her to do, a 
position to which som of her leaders 
subscribe. These leaders fail to see 
that capitalism’s method of obtaining 
control is to first crush the things which 
give strength to that which it wishes 
to subjugate. In this instance the ob- 
ject to be controlled is the Church. 
Hence capitalism strives to crush the 
wage-earners' unions as it did the work- 
ingmen's guilds of old because they add 
to the strength of the Church. The 
Church’s very life is bound up in in- 
dustrial relations and has been since 
Christianity dawned upon a pagan 
world, because the Church involves the 
salvation of men’s souls. Her struggle 
for two thousand years has been largely 
against materialism, to prevent one 
man from making a slave of another or 
from appropriating the fruits of the 
earth contrary to the will of God. 
The laborer knows there can be no 
just compromise between the Church 
and capitalism, that capitalism is as 
much opposed to Christian doctrine 
today as materialism was in the early 
days of Christianity. He also knows 
that the doctrine of human equality 
that freed the laborer from slavery is 
not accepted by capitalism. He sees 
in the daily press and hears from the 
rostrum that there is no such thing as 
human equality, mentally or physi- 
cally, and for that reason the fittest, the 
superiors in society, feel justified in 
appropriating to themselves the lion’s 
share of the fruits of the earth. Thus, 
they largely control governments and 
deny natural and lawful rights to their 
fellow citizens. Christian doctrine, 
however, tells us there is human equal- 
ity, not mentally or physically, but 
human equality wherein each individ- 
ual in society contributes to the good 
of all others subordinating private aims 
and interests to the general welfare. 
Therefore, for the Church to remain 
neutral or inactive in the relations be- 
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tween capital and labor is to refrain 
from advocating and carrying out the 
fundamental principles upon which she 
was founded. Capitalism’s interpreta- 
tion of human equality is paganism. 
It would, if allowed to follow to its 
logical end, recognize a soul and human 
aspirations only in those who were 
of the patricians. Consequently, the 
Church for her own rights and liberties, 
for her own salvation, must take part 
in industrial relations, and speak out 
boldly where she finds injustice. 

It is inconceivable how the Church 
can be neutral while labor is justly 
pleading for a square deal in industry; 
while it is discriminated against in the 
courts where its simple story is not 
judged in the same way as are the forces 
whose social standing and general in- 
fluence are far above that of labor. 
This discrimination is due to environ- 
ment, contact, and the possession of 


great wealth, the latter permitting the 


employment of superior legal talent to 
either prosecute or defend justly or: 
unjustly. Neither should the Church, 


in our opinion, remain quiet or neutral 


, while the capitalistic forces largely 


control and dominate our folitical in- 
stitutions, federal, state and municipal, 
through which they deny the right of 
free assembly and free speech. 


Lasor Movement Basen on Curis- 
TIAN PRINCIPLES 

Labor is beginning to realize, how- 
ever, that the Church has not always 
been frees to denounce political and 
economic wrong and injustice in the 
way it should be denounced. It is also 
beginning to open its eyes to the fact 
that this political and economic control 
by capitalism has not only laid almost 
insurmountable barriers at times in the 
Church’s path of legitimate function- 
ing, but has repeatedly cracked the 
money whip, if its leaders dared to in- 
vestigate and tell the truth. of labor's 
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crushed hopes and aspirations. It is 
these things in common between the 
Church and the struggling masses, es- 
pecially the organized wage-earners, 
that is fast developing a bond of good 
will, confidence and coöperation. 

And why not? The labor movement 
in our country is built upon Christian 
principles and practices and it functions 
accordingly, not, it is true, in the exact 
spirit of forebearance of the Church it- 
self, because the movement is human in 
its origin and is compelled to assume 
militancy in order to keep from being 
crushed and to gain for the masses that 
to which they are justly entitled. Itis 
indeed, gratifying to the wage-earners 
that the Christian forces have come 
to realize and appreciate the Christian 
character of the trade-union, and to ex- 
press their stand unhesitatingly as in 
the declaration against the open shop 
by the Protestant, Catholic, and Jewish 
religions; in the reconstruction program 


adopted by each of these religious" 


bodies; in the investigation and report 
of the late steel strike by the Inter- 
church World Movement; in the joint 
investigation and report on the Denver 
tramway strike by the Catholic and 
Protestant National Councils; and in 
the general activity in keeping before 
the public the absolute necessity of a 
much greater recognition of human 
rights and welfare in industry than now 
exists. The Church, through her ac- 
tivities in the field of industrial rela- 
tions, has shown her true leadership of 
society and demonstrated thaintention 
of taking her rightful position as the 
balance wheel of society. The visioned 
and courageous leaders of the Christian 
forces see the great change taking’ 
place in the social order throughout the 
world, and sense the necessity of mould- 
ing it into such form as to prevent a 
debacle of society and complete chaos. 
In their efforts it would seem that the 
employers of labor should: codperate 
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gladly with them, for success means 
continuance of the system of private 
ownership of productive property, and 
failuce means its abolition. 


Сновсн TO PROMOTE JUSTICE 


Throughout the world there is con- 
stant unrest of a character never be- 
fore witnessed or recorded. This is 
due largely to the rapid means of com- 
munication and transportation, and to 
the doctrine of self-determination for 
all peoples which has impregnated the 
world, the latter a democratic germ for 
industry as well as for government. 
These things, coupled with progress in 
education and higher standards, de- 
mand a change in the social order. 
This change is now in process and will 
necessarily continue regardless of any 
and all obstacles that may be put in the 
way. The conclusion to be reached, 
therefore, is that it is far better to go 
along with and mould this change into 
sound, stable government based upon 
good. will and justice, than to oppose it 
and bring into being government based 
upon injustice and hate. 

‘Employers of labor, however, will 
not openly and fairly codperate, with 
the Christian forces in their industrial 
activities because capitalism will not 
permit them todoso. Christian forces 
are striving for a square deal in indus- 
try and government; capitalism is op- 
posed to the square deal. In fact, it 
functions through deception, misrepre- 
sentation and oppression. It is blind 
to human appeal and calloused to the 
hopes and aspirations of the masses. 
But materialism has ever been thus. 
We find that in 183 в.с, a Roman 
tribune, in promulgating his agrarian 
laws, appealed to the rich to accept the 
trifling sacrifice for the good of the re- 
public, but neither appeal, argument or 
eloquence could overcome their narrow 
selfishness. There is too much blind 
dependence today upon the soundness 


Lasor’s View or THE CHURCH AND INDUSTRY 


and sanity of the American wage- 
earner. The thought of human limita- 
tion is entirely cast aside by the capi- 
talistic forces. The people of this day 
have passed beyond the stages of slav- 
ery and serfdom in the slow process of 
civilization. A living and a place to 
sleep will not satisfy the human being 
today who can read and write and who 
at least exercises freedom of thought 
and a limited freedom of action. 

This is set forth clearly and un- 
equivocally in the Catholic Bishops’ 
Program of Reconstruction wherein it 
says: "Nevertheless the full possibili- 
ties of increased production will not be 
realized so long as the majority of the 
workers remain mere wage-earners. 
The majority must somehow become 
owners, or owners in part, of the in- 
struments of production. They can be 
enabled to reach this stage gradually 
through coóperative productive socie- 
ties and co-partnership arrangement. 
In the former the workers own and 
manage the industry themselves; in 
the latter they own a substantial part 
of the corporate stock and exercise 
& reasonable share in management. 
However slow the attainment of these 
ends, they will have to be reached be- 
fore we can have a thorough, efficient 
system of production, or an industrial 
and social order that will be secure from 
the danger of revolution.” 

Capitalism as a matter of course re- 
pudiates this sound and evolutionary 
docirine as it repudiates all effort and 
action that tend to curb its power or 
curtail its satisfaction and greed. 
This is borne out by an editorial that 
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appeared some time ago in the Wall 
Street Journal and is particularly 
significant on this point. It says: 
* When the real adjustment comes the 
unskilled worker finishes where he be- 
longs, at the bottom of the list He 
will be able to live on two dollars a day 
when he is lucky enough to get that 
amount regularly. The cost of living 
will adjust itself. The Labor Bureau 
will give up publishing nonsense about 
$2,600 a year minimum for a fancied 
family of five. The unskilled worker 
will thank goodness that he has no 
family of five or indeed anybody but 
himself to support; nor will any em- 
ployer pay him on a basis of such 
fatherhood as the bankrupt and dis- 
credited Interchurch World Movement 
absurdly proposed in its gratuitous in- 
quiry into the steel strike.” 

Here we come to a stern realization 
of the absolute necessity of activity in 
the field of industrial relations on the 
part of the Church: first, for the salva- 
tion of society through maintaining the 
principles and practices of Christianity 
therein; second, for the purpose of 
moulding the inevitable change in the 
functioning of industry in a manner 
that will accord justice to all; third, to 
preserve the present system of private 
productive property. While the writer 
is not in a position nor authorized to 
speak for labor as a whole, it is safe to 
say that the interpretation herein set 
forth of labor's view of the Church's 
function with regard to industrial rela- 
tions is in conformity with the position 
and principles of the labor moverment 
of our country. 


Labor’s View of the Function of the Church 


By A. J. Musta 
Director, the Brookweod School, Katonah, New York 


T is my purpose in this article to try 

to state what the more radical and 
aggressive groups of workers in this 
country think about the Church and 
the function it fulfills and might fulfill 
in society. 

There is no doubt that among these 
groups one may find some positive 
hostility and bitterness toward the 
churches. Particularly among foreign- 
speaking workers in large industrial 
centers there is frequently a very defi- 
nite line drawn between what are 
called “church people" and “radicals” 
or “enlightened ones.” The latter 
never expect any support from the 
former in labor-union work, and the 
former regard unions or radical politi- 
cal parties as agencies of the devil. 

If one seeks to analyze somewhat 
more closely the grounds for the feeling 
of hostility to the Church among some 
of the more aggressive workers, two 
considerations may be mentioned. In 
the first place, these workers hold that 
social institutions are primarily the 
product of the economic system and 
exist to support it. Our economic sys- 
tem is the system of capitalism, under 
which the ownership of the means of 
production is concentrated in the hands 
of a few, while workers own nothing 
but. their labor-power which they have 
to sell like a commodity in a bitterly 
competitive market. The modern 
churches are a part of this system. 
They depend directly or indirectly 
upon the privileged classes for their 
financial support and social prestige. 
Consequently, whenever conflict arises 
between the masters and the workers, 
the churches will be found throwing 
the weight of their great moral influence 


in the community into the scale against 
labor. They are bound in a crisis to be 
reactionary. They are the natural 
foes of labor, and labor should look 
upon them as such. So runs the 
familiar indictment. 

In the second place, not a few radical 
workers are hostile to the Church, or at 
least very impatient with it, because, as 
they think, the Church fixes the minds 
of the workers upon the next world and 
so distracts their attention from the 
pressing task of making the present 
world a decent place tolivein. Ihave 
heard it said: “The preacher points 
your eyes to heaven, and then the boss 
picks your pocket.” “Religion is the 
opiate of the people." 

Now, undoubtedly, workers who hold 
the above views do so partly because 
they are considered good orthodox 
radical doctrine. Radicalism also can 
be dogmatic! But these workers can 
usually also point to events that have 
taken place under their own noses 
that seem to provide very concrete 
support for their views. They know 
how many manual workers are found. 
in the conventions and on the influen- 
tial boards and committees of the vari- 
ous denominations. They know how 
well they would fit into the life of the 
churches on the Avenue. They have 
seen a steel or mining or textile corpora- 
tion build the church, and then heard 
the clergyman from its pulpit urge 
strikers protesting against a reduction 
in a starvation wage, to go meekly back 
to work, and so one could go on at great 
length. 

It is of course very difficult to esti- 
mate hów widespread and intense an 
attitude such as we have been describ- 
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ing may be. One’s own views are apt 
to affect his estimate. I give it as my 
opinion, however, that the prevailing 
attitude toward the Church among the 
more aggressive workers in the United 
States is not that of definite, irrevo- 
cable hostility. The attitude of indif- 
ference is more common. During 
several years of constant association 
with what would perhaps be described 
as radical but not extremist workers, 
I have seldom heard an attack on the 
Church. Sometimes I have seen men 
smile contemptuously at the mention 
of the Church; but much more fre- 
quently have I encountered men and- 
women who almost never gave а, 
thought to the Church or religion, in 
the usual sense of the term, and who, 
on the rare occasions when their minds 
turned to the subject, thought of the 
Church as a phenomenon belonging to 
another world or planet, which might 
be good or bad in itself but had ab- 
solutely no contact with the interests 
of workers or conceivable contribution 
to make to their cause. For one man 
who was suspicious of me as a labor- 
union official because I had been con- 
nected with the Church, I am sure 
there were ten who simply could not 
understand how any one could possibly 
make the passage from one world into 
the other. 

I am convinced, however, that this 
attitude of indifference is not irrevo- 
cably fixed. On the contrary, I have 
seen workers manifest a most lively in- 
terest in the doings of the Church. 
Recent utterances on the subject of 
post-war reconstruction, social justice, 
and the open shop, by Roman Catholic 
Bishops, the Federal Council of 
Churches, and other religious bodies, 
have made a profound impression upon 
the more advanced unionists through- 
out the land and have been repeatedly 
quoted and commented on in their 
press. The good effect of the report on 
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the steel strike by the Interchurch 
World Movement is beyond calcula- 
tion. On a smaller scale I have seen 
the spirit of à whole mill village com- 
pletely changed within a few days 
after an officer of & local labor union 
came to me and said: "Yesterday 
Father told us in his sermon that 
a few people have too much to say in 
this country and that if we аге men and 
not slaves we ought to organize to pro- 
tect our wages and working conditions, 
and this morning fifteen svinners put 
in applications to join the union!" 

There are, then, circumstances under 
which even radical workers feel that 
what the churches do is of some con- 
cern to them, and the actions of reli- 
gious bodies obtain a quite enthusiastic 
approbation from them. Can we de- 
termine what actions of the churches 
meet with this approbation, and how, 
therefore, the churches may function 
in the present industrial situation to 
the satisfaction of the workers? It 
seems to me that two things may be 
pointed out in answer to this ques- 
tion. 





Waar tHe CHuncHES Can Do 


Publish Facts.—1n the first place, we 
have observed that workers have 
greeted with marked enthusiasm and 
gratitude documents such as the re- 
ports on the’ steel strike of the Inter- 
church World Movement or the more 
recent booklet on the coal situation is- 
sued by the Social Service Department 
of the Federal Council of Ckurches of 
Christ in America, which set forth the 
facts about a critical industrial situa- 
tion. The churches, in other words, 
can function today, can make a real 
contribution, by maintaining fact- 
finding agencies, national ones for all 
large situations and smaller ones in the 
important industrial center, to deal 
with pressing issues of a local nature, 
and by seeing to it that the facts when 


114 


found shall be published no matter 
who may be hit. 

There is nothing that angers human 
beings so much or makes them feel so 
bitter or hopeless, as failure to seek, or 
suppression of, the plain facts about 
their condition, or the misrepresenta- 
tion of these facts, The worker knows 
what wages he gets, how much his wife 
. has to pay for the necessaries of life to 
landlord, grocer and clothier, under 
what conditions he works in mill, mine 
and factory, what happens to him if he 
joins a union or goes on strike. Hecan 
not understand how anyone who really 
wants to know can have any serious 
difficulty in finding out the facts as to 
these matters, nor how people should 
not want to know such facts when 
grave industrial disturbances take 
place. Yet often he looks in vain in 
the public press, secular or religious, 
for any reference to these facts; and 
not seldom he finds published what 
seem to him deliberate and inexcusable 
lies, such as a ‘report that certain 
strikers have been earning fifty dollars 
a week when perhaps five per cent of 
them can make that much and the rest 
have averaged nearer twenty dollars 
per week. ‘Then there are questions 
concerning the capitalization of indus- 
trial concerns of all sorts, the share of 
the proceeds of industry that actually 
goes to labor, to management, to rent 
and interest, to profit. There are facts 
to be had with regard to these matters. 
The worker feels that all honest people 
must want to know the facts, Yet he 
finds often an indifference as to the 
facts, unwillingness to furnish them, 
suppression or distortion of them, and 
he becomes suspicious, bitter, or de- 
spairing. Who shall blame him? 

Now in many cases the workers do 
not have as yet the means, financial and 
otherwise, to obtain all the facts, and 
even if they did they might be sus- 
pected of having a bias in presenting 
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them. The reception that has greeted 
certain reports above referred to, indi- 
cates that the workers believe that 
there are at least some religious 
agencies that they can trust to give the 
facts fairly. There are, on the other 
hand, large numbers of people besides 
the manual workers in the community, 
who have confidence in reports from 
such religious agencies, and who may 
therefore be aroused by them out of 
the complacency into which good peo- 
ple fall because their surroundings put 
them completely out of touch with the 
workers, and because the human 
imagination is lazy and weak. Thus, 
eby maintaining fact-finding and fact- 
publishing agencies, the churches may 
render a great two-fold social service. 
They can serve the workers, dispelling 
the bitterness they often feel because of 
their conviction that society has not 
learned and will not learn the facts 
&bout their lives; and they can serve 
the well-meaning people in the com- 
munity who today condemn organized 
labor or are wholly indifferent to its 
aims and struggles chiefly because they 
live on the hill and have no facts about 
the life of the masses who live in tbe 
valley below. 

Establish Ethical Standards.—In the 
second place, aside from the reports 
consisting mainly of statements of 
facts about which we have been dis- 
coursing, the recent pronouncements of 
religious bodies that have attracted 
the’ favorable attention of the more 
radical workers have been chiefly in the 
nature of attempts to interpret Chris- 
tian or New Testament ethics in its 
bearing on social and industrial prob- 
lems. The various “social creeds” of 
the churches and similar documents 
try to point out what long hours, low 
wages, child labor, bad housing, indus- 
trial, espionage, the open shop, the 
closed shop, soldiering on the job, etc., 
look like from the point of view of our 
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highest moral principles. They are 
thus touching upon one of the funda- 
mental problems of our day. 

Our moral selves are divided. Some 
are not yet conscious of the fact. 
Others are aware that the modern soul 
is sick but do not know why. Men 
have one standard in the home and the 
Church, and another in business. At 
home Smith is kind, considerate, pa- 
tient, unselfish; he would not willingly 
hurt anyone. As the manager of a 
mine or factory, Smith deals with men 
as if they were pawns or pieces cf 
machinery, he arrogantly denies thera 
self-expression, he hires thugs and spies, 
he pays wages on which men cannot 
live decently, he lays men off the mo- 
ment he can no longer employ them at 
a profit. To some extent the worker 
also has a double moral standard, one 
for dealing with his family and fellow- 
workers, another for bosses and scabs. 

Now what will be the result of per- 
sistently turning upon such facts as 
these upon the various phases of our 
industrial life, the light of our highest 
ethical principles? For one thing, it 
must then eventually grow clear to all 
honest men and women that a system 
based on unrestrained economic compe- 
tition, on the principle of buying in the 
cheapest market and selling in the 
highest, inevitably involves people in a 
double moral life. It sets employer 
against employer. It sets the worker 
to fighting his fellow-worker for a job. 
It sets worker and employer to fighting 
each other. The one buys labor as 
cheaply as he can, if he is to compete 
successfully; the other sells his labor as 
dear as possible and gets his wages for 
as cheap a return as possible. If it ap- 
pear that neither workers nor employers 
are wicked men trying in malice or in 
ignorance to kill each other, that both 
are entangled in a stupid system «vhich 
it may not be to the immediate finan- 
cialinterest of the employer to change 
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but which it is to his moral interest to 
change, to alter which may deprive 
some of individual profits but must 
ultimately mean increased well-being, 
wholeness of soul, for all, will not all 
men and women of good will be to 
some extent impelled to work together 
for desirable social changes? And will 
not some of the personal bitterness that 
now marks the so-called struggle be-: 
tween capital and labor be eliminated 
when the capitalist understands the 
moral implications of his position, and 
When the worker understands that the 
capitalist is in no slight degree the vic- 
tim with him of a stupid economic 
order? 

Again, the workers’ struggle to im- 
prove their conditions and to gain in- 
creasing control over their life and work 
is bound to continue. Nothing can 
stop it. Nothing ought to stop it. If 
the masses of men are coming of age 
and beginning to think, speak and act 
for themselves, let all honest souls re- 
joice. Now although the upward 
movement of the workers must uhi- 
mately mean greater well-being for all, 
it will in the first instance certainly 
mean less of special privilege, arbitrary 
authority and personal profit for some. 
History makes it sufficienty clear that 
privileged groups are likely to hold to 
their privileges very tenaciously, and 
that privileged ones determined to 
cling to privilege, arrayed on the one 
hand, and unprivileged ones deter- 
mined on freedom, arrayed on the 
other, means costly conflict. So long 
as possessorsof privilege have clear con- 
sciences they will fight to the end. It 

„13 а possible function of the Church to 
show that the moral position of privi- 
leged classes today is not tenable, to 
stir up their consciences, and to remove 
their moral foundations from under 
them, by showing them what it would 
mean if we applied to social relations 
the same standard that we do apply in 
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many personal relations so that they 
may be willing to yield gradually to 
social change. American workers cer- 
tainly do not crave a fight nor a bloody 
revolution, but even in America the 
result of blind reaction and desperate 
clinging to special privilege at any cost, 
cannot be looked forward to with 
equanimity. 

This, then, sets forth my conception 
of how a number of radical workers 
think the Church may function in the 
present industria] situation. They do 
not ask the churches to go into the 
business of organizing workers. They 
do not expect the churches to take sides 
in most industrial struggles. They do 
not ask the churches for approval of all 
that labor may do. They do not ask 
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to be excluded from moral criticism. 
But they do not want to see the 
churches standing by indifferent or en- 
tirely absorbed in contemplation of 
heaven, while the devil runs the earth, 
or throwing the weight of their moral 
influence on the side of labor’s enemies. 
They should like to see the Church find 
and insist upon the publication of 
Facts, Facts, Facts. And they should 
like to see the churches persistently 
study and proclaim the ultimate moral 
implications of what goes on in our 
turbulent industrial life. 

Whatever may be the case in other 
lands, it has been abundantly demon- 
strated that in America, when the 
Church does these things the workers 
will listen with respect and gratitude. 


The Churches’ Ministry to Workers 


By Rev. G. 5. LACKLAND 


Pastor, Grace Community Church, Denver, Colorado 


“ THINK I know where labor has 

made its mistake," declared C. M. 
Moore, former president of Colorado 
State Federation of Labor, in Grace 
Community Church, Denver, Colorado 
May 7, 1999. “Labor has feiled to 
have the dynamic of brotherhood. We 
have been too ready to use the strike 
and too frequently have failed to apply 
the Golden Rule by methods of con- 
ciliation. My greatest regret is that I 
did not know the possibilities of Chris- 
tianity for human emancipation. Had 
I but known, my twenty years of serv- 
ice in the labor world would have 
been much more effective.” The vast 
congregation thundered their approval 
when he concluded. 

Organized labor constitutes the great- 
est untouched field that Christianity 
has in America. If a prophet should 
arise and tell of a foreign field of twenty 
millions of folks who are untouched by 
the Church, instantly appeals would be 
made and a statesmenlike program out- 
lined. Yet in the ecclesiastical world 
there is not an intelligent effort being 
made by any denomination to reach 
the labor group as such. 

Ministers elbow each other trying 
to be popular with business circles. 
There is a great waiting list of pastors 
seeking admission to business men’s 
clubs. Yet in the average city it is 
safe to state that 90 per cent of the 
ministers have never been inside of a 
union hall. 

It is not necessary for a Church to 
maintain a bias toward labor to reach 
this group. Labor does not usually ask 
for special privilege. They want equal 
consideration. In some instances, 
where the industrial conflict has been 


bitter, it is absolutely essential for the 
Church to face the facts and send chap- 
lains to both armies. 

No Church emphasizing a denomi- 
national appeal can successfully reach 
thelabor group. There is no church in 
America but would be glad to receive 
labor into its folds for what labor could 
do for the Church. The Great Need is 
for the Church to Challenge the Labor 
World for What We Can Do for Labor. 


Waar ro Do 


The message of the Church must be 
very simple and clear cut. First we 
must place the child in its midst. We 
must insist that the first consideration 
for industry, government and society 
in general is a square deal for the child. 
Any conditions which prevent the 
fullest possible development of child- 
hood are positively antichristian and 
should be condemned unsparingly. 
With but one per cent of our young peo- 
ple in college during the period of the 
greatest mental activity, viz., from six- 
teen to twenty-four years of age, our 
industrial situation is full of coniplex- 
ity. Most of labor’s sins сап be 
charged to under-schooling of its lead- 
ers. If the Church does not stand for 
abundant life for all children its mes- 
sage is a farce and will be repudiated 
by the millions of workers. 

The Church must know its com- 
munity. How otherwise can it minis- 
{ёт to a group, whose needs it does not 
know? It should support every civic 
agency that is building the manhood of 
its constituency. It must denounce 
as unchristian every organization and 
custom which cramps or dwarfs human 
persqnality. 
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If a Church is to reach workingmen 
it must go to them. Union halls are 
open to the public. Every ministerial 
association. should send a fraternal 
delegate to the central labor body. 
This has frequently been done. But 
has the Church been as urgent in re- 
questing labor to send fraternal dele- 
gates to ecclesiastical meetings? 

If the leader should meet with either 
insult or rebuff he should manifest a 
patient Christian spirit. Let him re- 
flect that for twenty years most of the 
pastors reported in the press have been 
antagonistic to organized labor. Labor 
has been alienated for thirty years and 
it cannot be won back in a few weeks. 
Labor is doing the fair thing if it puts 
the Church on trial. Let the Church 
welcome investigation as to the fairness 
of its attitudes on industrial matters: 


How то Do Іт 


The rank and file of labor are not 
aware that the Protestant, Cathclic 
and Jewish Sects have declared them- 
selves on industrial problems. The 
reading of these statements will always 
produce an electrical effect. The 
Church will fail (and it ought to fail) if 
it offers a program to labor with any- 
thing but an unselfish desire to aid in 
the struggle for a better world. 

No question arouses the ire of the 
writer more than “what gain has your 
Church received as a result of your ac- 
tivities in the labor world?” Shades of 
Him who took the Towel! Has profit 
so gripped the world that*even the 
Church will not lose its life in order to 
find it? Any selfish desire on the part 
of the Church will doom any program, 
presented to labor. That is just ex- 
actly what laborers are suspicious of. 

The Open Forum Movement pre- 
sents the best means of reaching the 
labor world. If there is no open forum 
in a city by all means make the forum 
a community organization. Е 
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The Denver Open Forum is operated 
by a Committee of One Hundred. 
Fifty of these are delegates from as 
many labor bodies. The other fifty 
include the Governor of Colorado, the 
Mayor of Denver, representatives from 
the American Legion, Parent-Teachers’ 
Association, Woman's Clubs, Teach- 
ers’ Associations, each denomination, 
etc. 

Visiting over one hundred unions in 
appealing for free speech and open dis- 
cussion which the Forum provides 
proved to be an ideal introduction to 
the labor world. Our Forum operates 
from October to March inclusive on 
Sunday afternoons. It is held in the 
church auditorium. Announcements 
are welcomed by labor organizations. 
One half the audience is from this 
group. They have frequently sent 
liberal contributions for the support 
of the Forum. 

In the Forum several leaders of vari- 
ous types of religious movements have 
appeared as speakers. The result has 
been that the keenest leader of Den- 
ver radicalism stated publicly: “The 
Church is the best friend labor and the 
liberal movement has." 

Community crises are opportunities 
for the Church to demonstrate its 
power of reconciliation. The first time 
that Jews, Catholics and Protestants 
ever united in Denver was to obtain the 
facts in the Denver tramway strike. 
This did more to bridgethe gap between 
capital and labor than anything that 
has occurred in & generation. 

Churches should seek to put their 
property at the service of the labor 
movement as well as of other civic 
bodies. А hotel refused labor its 
auditorium for the purpose of present- 
ing its views on the open shop. Grace 
Chureh instantly offered its audito- 
rium; realizing that free speech was at 
stake. 

Churches with adequate equipment 
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for religious education are in splendid 
position to house the new Labor-Educa- 
tional Movement. What labor will be 
tomorrow depends upon the ideas of 
the younger group. Left to chance 
they may be noisily and inefficiently 
radical with no balance to prepare them 
to assume a greater management in in- 
dustry. What avail would political or 
direct action be if by securing direction 
of industry they found themselves un- 
able to manage it? The British Labor 
Movement realizes that to be given 
control of the industries today would 
be disastrous. They have not enough 
trained executives. 

Employing groups are welcoming 
this new educational movement. It is 
making more efficient workers and 
gives the employer a more broad- 
minded group with which to bargain 
collectively. In Denver, under the 
leadership of Rev. C. C. Webber, a 
Labor College has been started. The 
men insisted that Grace Church was 
the best meeting-place in the city. 
The second semester saw a doubled en- 
rollment. 

During the strike of the packing 
house employees, a group of pastors 
organized an extension of the Labor 
College and went to the strikers’ hall 
every day and taught the men who 
otherwise would have been idle. Vari- 
ous subjects were discussed. To be- 
hold four hundred men studying in- 
ternational problems for an hour at a 
time instead of rumbling discontent, 
is a new spectacle in the labor 
world. 

Labor evangelism is still in its in- 
fancy. Men like Dr. Harry F. Ward, 
Charles Stelzle or J. Stitt Wilson ean 
attract thousands of toilers to a course 
of lectures. Were this done by local 
pastors either individually orecollec- 
tively the harvest would be* enor- 
mous. Last winter a church in Denver 
put on a course of four lectures for 
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labor and the church was crowded. 
Even a blizzard did not dampen their 
ardor. At the conclusion the crowd 
requested the pastor to make it an 
annual affair. 

Men's Adult Bible Classes can do a 
splendid piece of work by inviting labor 
leaders to address them and then in- 
viting the particular organizations to 
which these men belong to attend and 
hear them. The labor group not in- 
frequently invites ministers to address 
them with the hope of awakening the 
preacher to their problems. Let the 
Church reverse the process. 

The labor world needs and craves 
social life. The churches have not in 
the past furnished this. We have been 
too busy uttering condemnations of 
improper amusements to take time to 
afford clean and wholesome recreation. 
A community house is a necessity to 
every city church. Why permit the 
play life of young people to be com- 
mercialized? It is as sacred as their 
educational life. It plays just as great 
a part in their character formation and 
general development. Last year in the 
community activities of Grace Church 
over seventy-six thousand young peo- 
ple were ministered to. 

The church school has an opportu- 
nity to form groups from men and 
women who are not affiliated with any 
church group. Let them discuss their 
own ideals in the light of Christian 
principles. Many a so-called agnostic 
has declared in our Open Forum Men’s 
Bible Class: “I believe in Christianity 
of the kind this class advocates as much 
as any member.” 

The Church has done too much talk- 
ing and too little listening. The 
masses today know what they want. 
The Church would do well to stop and 
listen to them. Dr. Gordon's church in 
San Francisco is crowded” Wednesday 
evenings because he answers questions 
that the people propound to him. 
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The Church must be careful that it 
practices its own social creed in its 
relationship as an employer or pur- 
chaser. But a fraction of church pub- 
lications bear the union label. Not 
many churches employ union labor. 
It would pay vast dividends, however, 
if the Church would begin intelligently 
to lead the way in the practice of its 
social ideals, ‚ 

Contrary to general and prevailing 
opinion, the labor group does not want 
its sins ignored. It loves a two-fisted 
personality. It has a keen sense of 
humor. Hold up its faults in carica- 
ture and you will instantly obtain a 
response. Whatever else labor may 
be, it is not sensitive. It will take 
more criticism joyfully than any exist- 
ing organization. 
more frequently and vigorously than 
any other group. Let any preacher 
announce for two weeks that he will 
preach on “What’s the Matter with 
Organized Labor,” send an invitation 
to the labor groups and he will have a 
full house—mostly workers. Let him 
reverse the process and announce he 
will speak on “ What's the Matter with 
Business," invite the Chamber of 
Commerce, and see how many lead- 
ing business men are searching for the 
light! 


А Соор WILL Councin 


The greatest field for church activity 
is in that of conciliation. Herbert 
Hoover said recently in Denver, after 
trying to adjust the water claims of 
various states in the Colorado River 
basin, "this is no job for an engineer, 
it is a task for an evangelist.” 

The day is rapidly approaching 
when the industrial engineers will 
recognize the need of good will in the 
settling of industrial disputes. Put 
human souls ahead of other considera- 
tions and labor disputes can soon be 
amicably adjusted. 2 


It criticises itself. 
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In December 1920, after an appeal 
by a minister the Denver Trades and 
Labor Assembly passed the following 
resolution: 


Whereas, capital and labor are rapidly 
drifting toward a condition of industrial 
warfare which will be disastrous to the 
general welfare of America, and, 

Whereas, we believe that it is the duty 
of men to reason together rather than to 
blindly seek selfish advantage, and 

Whereas, labor is willing to rest its case 
upon the application of the Golden Rule 
and the teachings of the Carpenter of 
Nazareth; therefore 

Be It Resolved, That we, The Trades and 
Labor Assembly of Denver, mvite the em- 
ployers of Denver, to appoint a committee 
of six members to meet with representatives 
of the Trades and Labor Assembly and form 
a Good Will Council. This body shall select 
a thirteenth man by mutual agreement to 
be the presiding officer. We suggest that 
this Good Will Council meet every two 
weeks. To this body any industrial dis- 
pute or difficulty may be referred. 


After slumbering in the archiyes of 
the Chamber of Commerce for a year, 
this resolution was brought to the at- 
tention of the members by this minis- 
ter. The members demanded action. 
The committee approved. Ш may 
mean the beginning of a new era in the 
industrial world. 

Labor is changing its attitude toward 
the Church. Frank Morrison recently 
stated that the Church was the only 
organized body which had consistently 
stood for collective bargaining during 
the so-called Open Shop Movement. 
To arouse the dormant spiritual im- 
pulse underlying the labor world is 
surely a task with which to challenge 
our Christian young people. All over 
the West, college men are responding 
to the appeal for a new type of ministry 
in behalf of the common people. We 
have ‘known men to sacrifice three 
months pay during a sympathetic 
strike. It may be foolish and quixotic, 
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but of such daring was the program of 
the Man of Galilee. 

Grace Church has over two hundred 
members of organized labor on her roll 
as members. Many are on her Official 
Board. 'The response is growing all 
the time. If Vanderlip and Schwab 
are correct in stating that the future 
will see the direction of industry come 
more and more into the hands of the 
labor group, the Church must face 
this fact or pay the price in the to- 
morrow. 
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The conclusion of The Inside of the 
Cup is being challenged today. Men 
do not have to sell their souls to remain 
in the ministry. The Eldon Parrs of 
yesterday are not as essential even as 
figureheads as they were. The Church 
is supported by the masses. The man 
on the outside will listen to the voice of 
a daring prophet fighting with a reli- 
gious passion for social justice. The 
Church must save the people or make 
way for a religious organization that 


will. 


The Pastor and the Workingmen of 
His Parish 


By Rev. Epwix V. O'Hara, LL.D. 


Former Chairman, Oregon Industrial Welfare Commission 4 


HE relationship of the pastor to 

his people is such as to warrant 
particular interest on his part in the 
welfare of the workingmen of his 
parish. Few Catholic parishes will be 
found in industrial centers in which the 
laboring men do not constitute a very 
large percentage of the congregation. 
The obvious duty of entering into the 
problems of his laboring men, incum- 
bent on the Catholic priest, has, more- 
over, been more than once enforced 
by specific instructions from the Sover- 
eign Pontiff. In his famous encyclical 
on the “Condition of the Working 
Classes,” Pope Leo XIII, after setting 
forth the social program of the Church, 
concludes by explicitly placing on the 
clergy, in union with their bishops, the 
task of persistent and energetic action 
in bebalf of the laboring class. He 
writes: “‘Every minister of holy religion 
must throw into the conflict (in behalf 
of social justice and charity) all the 
energy of his mind and all the strength 
of his endurance." Similar injunctions 
have been addressed to the clergy by 
Pius X and Benedict XV. 

In fulfilling these injunctions the 
pastor will find that his activities in 
behalf of his workingmen will fall into 
three general channels, the cyrrents of 
which flow largely in the same direction 
and frequently converge. ' These chan- 
nels are education, organization, and 
legislation. 


EDUCATION 
It will be the duty of the pastor in 
industrial centers to explain to his peo- 
ple clearly and frequently the Christian 
laws of justice and of charity as they 
affect employer and employee. He 


wil point out with Leo XIII that & 
great error in the discussion of indus- 
trial problems is to possess one's self of 
the idea that class is naturally hostile 
to class; that rich and poor are in- 
tended by nature to live at war with 
one another. On the contrary, each 
requires the other; capital cannot 
thrive without labor, nor labor without 
capital. He will go on to teach that 
religion requires the laboring man to 
carry out honestly and well all equi- 
table agreements fairly made; never to 
injure capital, nor to outrage the per- 
son of an employer; never to employ 
violence in representing his own cause, 
nor to engage in riot and disorder. 
Religion, he will continue, teaches the 
employer that his working people are 
not his slaves; that he must respect in 
every man his dignity as a Christian; 
that labor is nothing to be ashamed of, 
but that it is shameful and inhuman to 
treat men like chattels in order to make 
money, or to look upon them as merely 
so much muscle or physical power; that 
the employer must see that his work- 
men have time for their duties of piety 
and the obligations of their family life; 
that they must not be taxed beyond 
their strength or employed in work un- 
suited to their sex or age; that the work- 
men are entitled to a living wage, and 
that to exercise pressure for the sake of 
gain upon the indigent and destitute, 
and to make one's profit out of the need 
of another, is condemned by all laws, 
human and divine. These principles 
will be the staple of instruction by 
which'the pastor will seek to educate 
his people to a Christian conscience in 
regard to the relations of employers 
and workmen; for,“ were these precepts 
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carefully obeyed and followed out," 
asks Leo XIII, “would not strife die 
out and cease?” 

But the pastor cannot be satisfied 
with mere instruction and exhortation. 
This was thoroughly understood by 
Bishop Ketteler, when he put into the 
mouths of the infidel workmen of his 
day the following words: “Of what use 
are your fine teachings to me? What is 
the good of your referring me by way 
of consolation to the next world, if in 
this world you let me and my wife 
perish with hunger; you are not seek- 
ing my welfare, you are looking for 
something else.” 


ORGANIZATION 


It will devolve on the pastor to un- 
dertake to assist his workingmen by 
organization and legislation. Most of 
the progress made by the working 
classes in recent time has been due 
to organization, and it will be the duty 
of the clergy to encourage every form 
of workmen's association which le- 
gitimately promotes the workmen's 
interests. Much has been written con- 
cerning freedom of contract and the 
importance cf allowing each man to 
bargain for himself. After a long and 
painful struggle the workingman has 
realized that there is no equality of 
bargaining power when the individual 
workman is pitted against the large 
employer. For freedom of contract it 
is necessary that the workingmen com- 
bine and bargain collectively with their 
employers, so that there may be some 
semblance of equality between the 
two contracting parties. The so-called 
American plen whereby the employer 
refuses to deal with his employees col- 
lectively is, under & specious pretense 
of liberality, merely & hollow sham. 
The power of the employer to withhold 
bread is a vastly greater advantage 
than the power of the incividual em- 
ployee to refuse to labor. To speak of 
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freedom of contract between the indi- 
vidual employee, whose family may be 
on the verge of starvation, and the 
modern accumulation of capital that 
seeks to employ labor, is simply gro- 
tesque humor. The importance of 
workmen's associations is set forth by 
Leo XIII and the encouragement of 
labor unions will properly claim the 
interest of the parish priest. 

It will, however, not be sufficient to 
encourage the organization of labor as- 
sociations, and to promote an increase 
of their membership, but it will be nec- 
essary for the pastor to impress upon 
the members of the unions who belong 
to his own congregation the importance 
of electing good men to leadership, and 
of recognizing that the union is not 
merely an economic institution but has 
moral aspects as well. Perhaps the 
gravest injury done to the cause of 
labor in our time has been through un- 
principled leaders and a disregard of 
the moral principles which must pro- 
vide the basis of permanent association. 

In the field of coóperation laboring 
men have successfully maintained 
stores which have proven a boon to 
their members. One form of coóp- 
eration deserves especial attention: 
namely, the establishment of a coópera- 
tive credit association in a parish which 
will free the laboring man from the 
clutches of the loan shark, and will 
enable him to secure necessary ad- 
vances of money on reasonable terms 
and without placing him in the power 
of the lender. Finally, the establish- 
ment of parish study groups among la- 
boring men will be found of great serv- 
fce as a means of inculcating Christian 
principles in regard to these economie 
Issues. 


LEGISLATION 


The utility of organization cannot 
be questioned. Nevertheless, there are 
limits to its successful activity. There 
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are great groups of working people 
whom it is difficult to organize, and up 
to the present only a comparatively 
small percentage of workers are actu- 
ally organized. It is the duty of the 
state to prevent any class of the рори- 
lation from becoming submerged, and 
consequently the pastor will, in his 
solicitude for his people, urge the 
necessary legislation to protect them. 
The problem of the inadequacy of 
women’s wages is present in most 
American cities, and the program for 
minimum wage legislation should 
secure the hearty codperation of the 
clergy. 

Experience has shown that such 
legislation is not attended by the dis- 
advantages which are commonly urged 
against it. A word of caution, how- 
ever, should be uttered in regard to 
the arguments which should be used 
in urging minimum wage legislation. 
There is a temptation to make a sensa- 
tional appeal setting forth the moral 
dangers which surround inadequately 
paid young women in industry. The 
difficulty with this line of argument 
is that it is largely an insult to the 
workers whose status is to be im- 
proved, and it leads to a neglect of the 
substantial fact that these underpaid 
workers are living on insufficient 
food, are badly housed and poorly 
clothed. 

A similar interest will be manifested 
by the pastor in the limitation of hours 
of labor, both of women and of men, 
especially in the prohibiting, as far as 
possible, of Sunday work and of late 
night work. I recall that when the 
Industrial Welfare Commission of Ore- 
gon first entered a ruling prohibiting 
work for women after six p.m. in the 
department stores, many young women 
had for the first time in months a rea- 


THE ANNALS OF THE AMERICAN ACADEMY 


sonable opportunity to go to church 
Sunday morning. 

Workmen’s compensation legislation 
has now come in most of our states, and 
with it the abolition of the common law 
pleas of contributory negligence and 
assumption of risk, which enabled the 
liability insurance companies to pre- 
vent the injured workman from receiv- 
ing compensation; but the principle of 
compensation needs to be maintained 
and extended, the importance of safety 
devices on machinery insisted upon, 
and many occupational diseases should 
be brought under the operation of 
compensation. 

The pastor will be concerned, also, 
with the living conditions of his work- 
ing people, and will feel it his duty to 
promote an adequate housing code, 
which will require the homes of his peo- 
ple to be furnished with sufficient sun- 
light and fresh air, and open spaces for 
children’s recreation. It will-be neces- 
sary to resist the wild and unscrupulous 
advertising of city commercial clubs, 
which lead multitudes of unskilled 
laborers to congregate in congested 
centers, flooding the labor market and 
overcrowding the tenements. I have 
attended dying men in workingmen’s 
hotels in rooms where no light but that 
cast by the flickering flame of the gas 
jet ever penetrated. Such conditions 
will be found wherever there is a lack 
of adequate housing legislation, or a 
neglect of its enforcement. 

The pastor, too, will be interested in 
the promotion of legislation regulating 
employment bureaus, preventing the 
exploitation of men who pay for their 
jobs. The old story of the three groups 
of men on a job, the one going, the one 
coming, and the one working, is a grim 
commentary on unregulated employ- 
ment offices. 


Policy and Program of the Protestant Churches 


By Rey. Worta M. ТіРРҮ 


Executive Secretary, Commission on the Church and Social Service, Federal Council of the Churches 
of Christ in America 


HE last two decades have wit- 

nessed what amounts to a revolu- 
tion in the attitude of the Protestant 
churches towards industry. Prior to 
that time, the churches as a rule took 
little account of the organized human 
relationships within industry, and had 
few purposeful contacts with its great 
affairs. They had scarcely begun as 
yet to examine its unchristian aspects 
and the effects of these upon the hap- 
piness and well-being of the masses. 
Only its adveniurous minds were at 
work on the concept of an industry 
motivated by a concern for human 
welfare and organized on Christian 
principles. 

But manifestly a new day has dawned 
and a new spirit is in the churches. It 
came so quietly that few were aware of 
its presence, or that the churches had 
struck their tents, until the summer 
of 1920, when the Interchurch World 
Movement issued its Report on the 
Steel Strike of 1919. Then came, afew 
months later, the Pastoral Letter on 
the Open Shop Movement, issued by 
the Federal Council of Churches, and a 
similar protest from the National Cath- 
olic Welfare Council. Industry awak- 
ened to the presence of a new force in 
its midst and of what seemed at first to 
most business men an alien, uninformed 
and unfriendly force, although it is to 
be hoped that this feeling will pass 
away and is passing away. In these 
and subsequent actions by the churches, 
a remarkable thing had taken place. 
Leaders of great industries found*them- 
selves called to account by their spir- 
itual advisers, and their amazement 
and indignation were naturally un- 


bounded. A violent’ controversy en- 
sued, which, while regrettable, was 
inevitable and necessary if the Church 
was to have permanent influence. An 
unfortunate effort were made to stifle 
the new voice by the use of personal in- 
fluence, by the financial boycott and by 
striking at the codperative leadership 
of the Protestant denominations. But 
these efforts served only to arouse the 
churches, to hasten the work of edu- 
eation, and to consolidate influences 
which otherwise might have been slow 
in coming together. The churches 
are now emerging from « certain dis- 
cipline of adversity with their function 
better understood by others as well as 
by themselves, their program measur- 
ably advanced and with a manifest 
gain in publie influence. "They will be 
recognized finally as a sympathetic 
and constructive force for industrial 
progress. 

'The main outline of the industrial 
policy of the Protestant churches is 
now fairly well defined, although not 
uniform. It must be kept in mind that 
the great Protestant communions are 
not all federated, that each has a policy 
of its own which is colored by its his- 
torical development, that some are 
farther advanced and better organized 
than others in their social relationships, 
and that sharp divergencies in social 
*theory sometimes make effective co- 
operation difficult. But points of view 
pass swiftly from pulpit to pulpit and 
from church to church in the Protestant 
group and their teachings zend to con- 
verge. The self-conscious organizing 
center is in the Commisson on the 
Chürch and Social Service of the 
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Federal Council of Churches, in which 
the denominational departments hav- 
ing to do with industry are cotperating. 
When, therefore, one attempts to state 
the policy and program of the Protes- 

,tant churches relative to industry, it 
must be understood as & statement of 
the coöperation which exists in the 
Commission on Social Service, and as 
an estimate of what exists outside the 
Commission. 


POLICY or THE PROTESTANT 
CHURCHES 


The industrial policy of the Protes- 
tant churches is definitely expressed for 
the codperating group and fairly ex- 
pressed for the others in the so-called 
“Social Creed of the Churches,” which 
has been adopted in slightly varying 
forms by several Protestant bodies and 
by the Young Men’s Christian Associa- 
tion and the Young Women’s Christian 
Association. This statement follows: 


Resolved: That we reaffirm the social 
platform adopted by the first Quadrennial 
in Chicago, 1912, and ratified by the Second 
Quadrennial in St. Louis, 1916. That ihe 
churches stand for: 

I. Equal rights and justice for all men in 
all stations of life. 

П. Protection of the family by the single 
standard of purity, uniform divorce laws, 
proper regulation of marriage, proper hous- 


ing. 

Ш. The fullest possible development of 
every child, especially by the provision of 
education and recreation. 

IV. Abolition of child labor. ; 

V. Such regulation of the conditions of 
toil for women as shall safeguard the phys- 
ical and moral health of the community. 

VI. Abatement and prevention of pov-, 
erty. 

VIL. Protection of the individual and 
society from the social, economic and moral 
, waste of the liquor traffic. ' 

VIII. Conservation of health. 

IX. Protection of the worker from 
dangerous machinery, occupational diseases 
and mortality. 
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X. The right of all men to the opportu- 
nity for self-maintenance, for safeguarding 
this right against encroachments of every 
kind, for the protection of workers from the 
hardships of enforced unemployment. 

XI. Suitable provision for the old age of 
the workers, and for those incapacitated by 
injury. 

ХП. The right of employees and em- 
ployers alike to organize; and for adequate 
means of conciliation and arbitration in 
industrial disputes. 

XIII. Release from employment one day 
in seven. 

XIV. Gradual and reasonable reduction 
of hours of labor to the lowest practicable 
point, and for that degree of leisure for all 
which is a condition of the highest human 
life. 

ХУ. A living wage as a minimum in every 
industry, and for the highest wage that each 
industry can afford. 

XVI. A new emphasis upon the ap- 
plication of Christian principles to the ac- 
quisition and use of property, and for the, 
most equitable division of the product of 
industry that can -ultimately be devised. 


The Federal Council in the spring of 
1919 adopted four additional resolu- 
tions which have become a part of its 
social and industrial platform. 


Facing the social issues involved in re- 
construction, Resolved: That we affirm as 
Christian churches: 

1. That the teachings of Jesus are those 
of essential democracy and express them- 
selves through brotherhood and the co- 
operation of all groups. We deplore class ' 
struggle and declare against all class domi- 
nation, whether of capital or labor. Sym- 
pathizing with labor's desire for a better 
day and an equitable share in the profits 
and management of industry, we stand for 
orderly and progressive social reconstruc- 
tion instead of revolution by violence. 

9. That an ordered and constructive 
democracy in industry is as necessary as 
political democracy, and that collective 
bargaining and the sharing of shop control 
and management are inevitable steps in its 
attainment. 

3. That the first charge upon industry 
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should be that of a wage sufficient to sup- 
port an American standard of living. To 
that end we advocate the guarantee of a 
minimum wage, the control of unemploy- 
ment through government labor exchanges, 
publie works, land settlement, social in- 
surance and experimentation in profit shar- 
ing and coöperative ownership. 

4. We recognize that women played no 
small part in the winning of the War. We 
believe that they should have full political 
and economic equality with equal pay for 
equal work, and a maximum eight-hour 
day. We declare for the abolition of night 
work by women, and the abolition of child 
labor; and for the provision of adequate 
safeguards to insure the moral as well as the 
physical health of the mothers and children 


of the race. 


Accompanying these resolutions was 
a statement on The Church and So- 
cial Reconstruction. These documents 
have been interpreted and supple- 
„mented by subsequent statements such 
' as that on the Open Shop Movement in 
January 1921, and the annual Labor 
SundAy Messages. We consider that 
these statements form a sound plat- 
form for effective action. In the state- 
ment on The Church and Social Recon- 
struction and in other declarations the 
Federal Council has recognized that 
coöperation between employer and 
employee is not limited to any one form 
of relationships, but includes the unions, 
shop councils and still more democratic 
forms, and that a certain freedom of 
. experimentation is essential to indus- 
trial progress. А 

A significant paragraph appears in 
the statement in Social Reconstruction: 

One high value which comes with the 
participation of labor in management is 
that it makes possible again the hearty 
coöperation of all engaged in an industry 
and a new era of good will. Therefore, 
along with the rights involved in «social 
justice go corresponding obligations. *With 
the development of industrial democracy, 
the evidences of which are all about us, and 
the coming of the short work day, the im- 
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portance of genuine coöperation in indus- 
trial processes and efficient production 
must be impressed upon large numbers of 
workers. As the worker tends to receive 
approximately what he produces, it must 
become apparent that what Łe has for him- 
self and family, and the socia. surplus upon 
which depend the great common under- 
takings of society, are directly related to ` 
the productivity of his own labor, as well as 


` finally to the length of the wcrking day. 


With regard to the open shop, the 
statement by the Federal Council is- 
sued in January, 1991, was & protest 
against the use of the open-shop slogan 
to break up labor organizations. This 
was and.is considered to be against the 
legitimate rights and welfare of labor, 
and against & sound industrial policy. 
The Federal Council is convinced of 
the necessity for labor organization, 
but it has never stood for the closed 
shop, and does not favor it. It stands 
rather against coercion by either side 
and for educational methods under a 
собрегайуе leadership. It does not 
believe that the 100 per cent union 
shop is essential to the safety of the 
union, and it is convinced that to at- 
tempt to force it is in the long run 
against the welfare of labor itself. But 
not only will a genuine open shop avoid 
discrimination against members of 
labor unions as individuals, but it is algo 
quite consistent with regular dealings 
with unions. 

One other important phase of Protes- 
tant policy isto seek for coöperation with 
other religious bodies, especially with 
Catholics and Jews. 'Thishasgrown out 
of two convictions: first, that religious 
‘controversy is distinctly anti-social; and: 
second, that there is imperative need 
of united action on great social issues by 
the total religious community of the 
nation. These convictions led the Fed- ` 
eral Council to secure coöperation with 
the Catholic Welfare Council and the 
Jewish Board of Welfare during the 
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War, and the same spirit has been ex- 
pressing itself in codperation between 
the same groups on the coal crisis. At 
least to this extent the people of the na- 
tion are now receiving united spiritual 
counsels in a new and significant form of 
pastoral letters. 


PROGRAM OF ACTION 


The industrial program of the Prot- 
estant group is now fairly definite but 
is still in process of development. It is 
first of all a program of education, 
which has set out to introduce Chris- 
tian principles into industry, to educate 
in those principles all who come within 
the range of the Church’s teaching, and 
make their meaning clear by abundant 
illustration. To accomplish this, the 
entire educational equipment of the 
churches, colleges, seminaries, church 
press, pulpits, Sunday Schools and 
special study groups, is being used. 
A most significant codperation in the 
preparation of educational material has 
been brought about by the Federal 
Council’s Educational Committee, 
which includes not only the social serv- 
ice departments of the several church 
bodies, but the International Lesson 
Committee and the two Christian As- 
sociations as well. 

The semi-monthly Information Serv- 
ice and monthly Book Review Service, 
issued by the Research Department, are 
now going to over two thousand pastors, 
editors, seminary and college libraries, 
and to leaders of industrial management 
and of labor. Already several impor- 
tant books, pamphlets and study courses 
have been given to the churches. 

In pursuance of this educational 
program there has been developed re- 
search into industrial facts and hap- 
penings, especially into critical situa- 
tions such as exist at present inthe coal, 
transportation and textile industries. 
In the main this is directed toward, the 
collection of fact material for the in- 
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formation of the churches from existing 
dependable sources of information; but 
the Research Department occasionally 
does first-hand investigation where the 
situation demands it, as, for example, 
in the Denver tramway strike. 

The churches are also studying the 
unchristian aspects of industry as now 
organized and managed. The Meth- 
odist Federation for Social Service has 
taken the lead in this undertaking and 
the new Fellowship for a Christian 
Social Order will specialize in the same 
field. A notable conference was held 
by the Methodist Federation at Evans- 
ton in May, devoted largely to this 
problem, and another is announced by 
the Social Service Department of the 
Congregational Church. 

The final phase of the program is the: 
development of field work. This has 
taken the form of conferences in indus- 
trial centers, of which up to the present 
time thirty-four have been held. It is 
contemplated to extend these as rapidly 
as possible to every industrial center in 
the United States. The purpose of the 
conferences is to reach pastors, business 
men, labor and social workers, and to 
make whatever contacts are possibie 
with colleges, seminaries, women’s 
organizations and other influential 
groups. The main effort is to assist 
pastors to prepare themselves more ef- 
fectively to interpret Christian princi- 
ples to industry and to exert their 
personal influence for Christian leader- 
ship in industry. They are organized 
in groups to study factories at first 
hand, to read together, to act con- 
certedly in industrial crises. Тһе mes- 
sage of the conferences to business men 
and the labor councils is fundamentally 
the same; namely, the platform of the 
Sermon on the Mount, concentration of 
humgn development and opportunity, 
industry as а service to this end; co- 
operation instead of fighting; good will 
and fair dealing. The social service 
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secretaries of в number of religious 
bodies are coóperating in these con- 
ferences. Progressive business men 
who are working out these principles in 
their industries and progressive lead- 
ers of labor who believe in them also 
are being used to present the more 
technical aspects of industrial organiza- 
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tion. The Church is learning also that 
it is a natural convener; and it is holding 
an increasing number of conferences in 
New York and in communities in which 
leaders of industry and of labor come 
together informally at the invitation of 
the Church, to discuss together the per- 
sonal problems of industry. 


The Program and Activities of the National Catholie 
Welfare Council 


Ву Rav. В. A. McGowan 
Assistant Director, Social Action Department, National Catholic Welfare Council 


HE labor program of the National 
Catholic Welfare Council is based 
upon the Program of Social Reconstruc- 
tion, which was issued by the bishops 
who administered the National Catho- 


lic War Council, and upon the section ` 


entitled Industrial Relations in the 
Pastoral Letter of the American Hier- 
archy. The first of these is the more 
famous and has come to be known as 
the Bishops’ Program. The Pastoral 
Letter contains fewer details than the 
Bishops’ Program, but the salient 
principles of both are the same. 


Waces 

Both insist upon the family living 
wage which includes, according to the 
Pastoral Letter, “not merely decent 
maintenance for the present, but also a 
reasonable provision for such future 
needs as sickness, invalidity and old 
.’ The Bishops’ Program says 
that “the laborers’ right to a living 
wage is the first moral charge upon 
industry,” and that while the employer 
has a right to get a reasonable living out 
of his business, “he has no right to in- 
terest until his employees have ob- 
tained at least living wages.” The 
Bishops’ Program emphasizes that this 
is only the minimum of justice: It 
urges that the general level of wages 
reached at the end of the War should 
not be lowered; first, because before the 
War a considerable majority were not 
making living wages; second, because 
wages did not increase faster than the 
cost. of living; third, because a living 
wage is not the full measure of justice; 
and fourth, because it is economically 
sounder and humanly fairer to pay 


better than living wages in a country as 
rich as ours. 

As regards women workers, the 
Bishops’ Program says that “those 
women who are engaged at the same 
tasks as men should receive equal pay 
for equal amounts and qualities of 
work.” It adds that the proportion of 
women in industry should be reduced 
to the smallest practicable limits. 


Unions 


The Pastoral Letter reaffirms “the 
right of the workers to form and main- 
tain the kind of organization that is 
necessary and that will be most effec- 
tual in serving their welfare.” The 
slightly but not materially changed 
form found in the Summary of the 
Bishops’ Program expresses the hope 
“that the right of labor to organize and 
deal with employers through chosen 
representatives will never again be 
called into question by any consider- 
able number of employers.” Labor 
unions, according to the Pastoral Let- 
ter, have been and still are "necessary 
in the struggle of the workers for fair 
wages and fair conditions of employ- 
ment.” 


CONCILIATION AND ARBITRATION 


Issued shortly after the armistice, 
the Bishops’ Program urged that the 
War Labor Board be retained as an 
instrument for securing a measure of 
industrial peace. Its principles, meth- 
ods and results constituted, it was de- 
clared, “а definite and far-reaching 
gain fot social justice.” The Pastoral 
Letter insists especially upon industrial 
arbitration. “A dispute," it reads, 
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“that cannot be adjusted by direct 
negotiation between the parties con- 
cerned should always be submitted to 
arbitration.” 


Works Counciis 


As a means of establishing greater 
peace between employers and employees 
the Pastoral Letter recommends that 
labor unions should be supplemented 
“by associations or conferences, com- 
posed jointly of employers and em- 
ployees, which will place emphasis upon 
the common :nterests rather than the 
divergent aims of the two parties, upon 
coóperation rather than conflict." The 
common ground upon which they can 
unite is declered to be those matters 
of industrial management which di- 
rectly concern the employee and about 
which he possesses helpful knowledge. 
The Bishops' Program brings forward 
the same recommendation. It says 
that "labor ought gradually to receive 
a greater representation in the indus- 
trial part of business management, the 
control of processes and machinery, 
nature of product; engagement and dis- 
missal of employees; hours of work, 
rates of pay, bonuses, etc., welfare 
work; shop discipline; relations with 
trade unions.” In effect both the 
Pastoral Letter and the Bishops’ Pro- 
gram advocate that in addition to the 
influence which working people possess 
through coilective bargaining, they 
should share in the industrial manage- 
ment. The Pastoral Letter says that 
this would benefit the workers, the 
employers, and the general public. 


SocrAL LEGISLATION 


While the Pastoral Letter includes 
legislation as one of the methods of 
righting social wrongs, it does hot ad- 
vocate any particular piece of legisla- 
tion. The Bishops’ Program, on the 
other hand, recommends a far-reaching 
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program of social legislation, including 
minimum-wage laws, social insurance, 
federal employment bureaus, municipal 
housing, etc. 

On the living-wage law it says that 
*the several states should enact laws 
providing for the establishment of wage 
rates that will be at least sufficient for 
the decent maintenance of & family, in 
the case of all male adults, and ade- 
quate to the decent individual support 
of female workers." 

Ultimately the legal wage rate 
should be a “saving wage,” and should 
allow for future contingencies. Mean- 
while, social insurance should provide 
for illness, invalidity, unemployment 
and old age. To such an insurance 
fund the state should contribute very 
little, and that much only temporarily, 
and workingmen should contribute 
nothing unless they are making enough 
already to meet the present needs of a 
family. The fund should be raised by 
a levy on industry for “the industry in 
which a man is employed should pro- 
vide him with all that is necessary to 
meet all the needs of his entire life.” 


THe Соир SYSTEM 


The Pastoral Letter in its section on 
industrial relations does not mention, 
except by implication, socialism or 
common ownership. A short passage 
is all that is given to it in the Bishops’ 
Program, where it says that socialism 
will probably never come, and if it 
does, it will mean bureaucracy, politi- 
cal tyranny, etc. Instead, both the 
Pastoral Letter and the Bishops’ Pro- 
gram insist upon a sound and deep re- 
form of private ownership along the 
lines of the guild system of the Middle 
Ages. 

The heart of the recommendation, in 
the words of the Bishops’ Program, is 
this: “The majority must somehow be- 
come owners, or at least in part, of the 


instruments of production." The ma- 
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jority of the workers are not to remain 
“mere wage-earners." “То a great 
extent the abolition of the wage sys- 
tem” is involved and until this situa- 
tion is reached we cannot “have a 
thoroughly efficient system of produc- 
tion, or an industrial and social order 
that will be secure from the danger of 
revolution.” 

The Pastoral Letter approaches the 
question from another angle to reach 
the same conclusion. It is seeking a 
remedy for the division of “society into 
two widely differing castes” of which 
one “holds power because it holds 
wealth” while the other is “the needy 
and powerless multitude.” Following 
Pope Leo’s recommendation and the 
spirit of the Church in building up the 
guilds of the Middle Ages, the Pastoral 
Letter says that the underlying princi- 
ple of the economic arrangements of 
the Middle Ages “is of permanent ap- 
plication and is the only one that will 
give stability to industrial society.” 
It says further that the underlying 
principle of the economicarrangements 
of the Middle Ages was that the persons 
who worked owned the lands and the 
tools with which they worked. 

The Bishops’ Program points out 
that the working people can be enabled 
to reach the stage of ownership through 
codperative productive societies and 
copartnership arrangements. The Pas- 
toral Letter does not indicate any spe- 
cific method; it contents itself with 
urging that the desired changes be 
realized as rapidly as condifions will 
permit. 


ÁcTIVITIES 

Labor matters are entrusted by the 
Welfare Council to its Social Action 
Department under the directorship of 
Rev. John A. Ryan, D.D. 'The work 
done is chiefly educational. 

Three books have been published in 
the Social Action Series. The first is 
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The Church and Labor, by Dr. Ryan and 
Rev. Joseph Husslein, S.J., a volume 
consisting largely of documents issued 
by Popes, Bishops and the Hierarchy of 
various countries. In addition to an 
introduction which collects the teach- 
ings of the various doctrines into a 
synthesis, the pioneer work of Bishop 
Ketteler and Frederic Ozanam is 
described. The second is The Social 
Mission of Charity, by Rev. Wm. J. 
Kerby, Ph.D., an original work detail- 
ing the purpose and the meaning of 
charitable activities. The third, just 
published, is The State and the Church, 
by Dr. Ryan and Rev. Moorhouse 
Е. X. Millar, S.J., which deals with Ње. 
nature and purpose of political govern- 
ment and, therefore, includes a sec- 
tion on the relation of the state to 
industry. 

Four pamphlets have also been is- 
sued, Capital and Labor—Methods of 
Harmony and Conciliation by Rev. 
John A. Ryan, Bolshevism in Russia 
and America by Rev. R. A. McGowan, 
A Cathechism of the Social Question 
by Revs. John A. Ryan, D.D., and 
R. A. McGowan, and Cardinal O’Con- 
nell's Pastoral on Religious Ideals in 
Industrial Relations. 

Besides these publications, a weekly 
news service on current events in the ' 
world of labor is sent to Catholic pa- 
pers, the labor news service and the 
general press services. Liberal use is 
made of the Bishops' Program, the 
Pastoral Letter and the encyclical of 
Pope Leo “On the Condition of 
Labor.” An attempt is frequently 
made to make an appraisal of the effect 
of various events as they arise and the 
Bishops’ Program, the Pastoral Letter 
and Pope Leo's encyclical are quoted in 
defense or in condemnation of pro- 
posals facts, movements, etc., in the 
world of labor. A section of the 
N.O.W.C. Bulletin, a monthly maga- 
zine, is also edited by the Social Action 
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Department, and space is given to 
general articles on labor and to news 
and comment on industrial relations. 

A particular piece of work that went 
beyond the ordinary was the condem- 
nation of the open shop drive in its 
infancy early in November 1920. This 
was before other organizations had 
come to the rescue of the working peo- 
ple and tbe labor unions in their re- 
sistance to wage cuts and the attacks 
upon their unions. A reply to the 
exposé, published in an obscure journal 
and distributed broadcast through the 
mails at great expense, brought further 
details from the Social Action Depart- 
ment of the real purpose behind all the 
propaganda about the freedom and 
Americanism of the open shop. A 
later statement was issued protesting 
against wage cuts as subversive of the 
principle of a living wage. Week by 
week, however, the attempt has been 
made to assist the working people in 
their struggles of the past two years in 
the various strikes and controversies 
that have arisen, and to point the way 
to the solution of the labor problem 
which Catholic social teaching indi- 
cates. 

About thirty-five social study clubs 
were established last winter with the 
assistance of the Social Action Depart- 
ment. These study clubs meet weekly 
and discuss informally what the labor 
problem means, and how to solve it. 
They use as a text the Social Action 
Department’s Catechism of the Social 
Question. 

A lecture service on labor questions 
and social work and citizenship has 
been conducted for Catholic colleges 
and seminaries and Catholic clubs in 
secular schools. In addition, members 
of the Department are frequently called 
upon to address labor conventións, city 
clubs, chambers of commerce, social 
workers’ conventions, public forums 
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and conventions of coüperative or- 
ganizations. 

Besides giving publicity to the co- 
operative movement and ‘whatever aid 
and comfort is at hand, a representa- 
tive of the Department is on the Board 
of Directors of the Coóperative League 
of America, and contact is preserved 
with the All-American Codperative 
Commission. 

During the coal strike, in addition to 
measuring the coal industry by the 
Bishops’ Program and the Pastoral 
Letter, a statement was issued jointly 
with the Federal Council of Churches 
urging the operators and miners to 
meet in conference, and calling for a 
permanent body to investigate the coal 
industry. Later, jointly with the same 
body, a conference was held with 
President Harding during which he was 
asked to call a conference of the opera- 
tors and miners. A few weeks later, a 
committee consisting of representatives 
of the National Catholic Welfare 
Council, of the Federal Council of 
Churches and of the American Confer- 
ence of Jewish Rabbis, presented an- 
other memorial on the same subject to 
President Harding. An early piece of 
work that was carried on with the 
Federal Council of Churches was the 
investigation of the Denver street-car 
strike at the request of a local commis- 
sion of al! the churches. 

The aim throughout has been to 
make Catholic social teaching known 
and practiced. Since Catholie social 
teachinf is distinctly favorable to the 
working people, the National Catholic 
Welfare Council is distinctly favorable 
to the working people. What it aims 
to do is to bring more justice and 
charity into industrial life, and help to 
build economic institutions that will 
take more into consideration the 
sacred rights and the no less sacred 
duties of human beings. 


Industrial Program of the Young Men’s Christian 
Association 


By Снлвгез В. Towson 
Secretary, Industrial Department, International Committee, Y. M. C. A. 


b s unique place and value of the 
Young Men's Christian Associa- 
tions in industry in Ámerica are due to 
the observance of a well defined in- 
dustrial policy and program. 


THE OBJECTIVE 


Christian character is the primary 
objective. The motives, methods and 
programs used are definitely Christian, 
both in the broadest sense of the word 
Christian, and in the sense of relating 
men personally to Jesus Christ and to 
His service. It is a work by men and 
boys for men and boys; to enlist them 
in the service to their fellows, as well as 
in self-improvement; to train them in 
Christian service and to render service 
to those who need it. 

The Association is related to the 
whole human factor in industry. There 
is no limitation of the Association ob- 
jective to any special group, i.e., no 
class objective. No service is rendered 
to either laborer or capitalist nor to 
employers or employees аз such. 
The work is for each and all, as men 
individually and collectively. Ап all- 
round service is rendered. The ccm- 
plete program of the Association is 
carried out in so far as possible in the 
physical, intellectual, spirituab social, 
and economic life, individual and col- 
lective, and where necessary for the 
family and for the community. The 
Y. M. C. A. serves men and boys in all 
relationships: (a) where they work, (b) 
where they live, (c) where they recreate. 

Other results in addition to the de- 
velopment of Christian character are ex- 
pected and secured. Among these are: 
improved working, living and leisifre 


conditions; increased happiness and 
contentment; greater efficiency in pro- 
duction; better relations between em- 
ployers and employees; higher appreci- 
ation of personality; more opportunity 
for self-expression; greater brotherhood. 


Tue CALL то THE INDUSTRIAL FIELD 


The Young Men’s Christian As- 
sociation is called to give special at- 
tention to the industrial field for a 
number of reasons: 

Men and boys are increasingly being 
massed around the industries. 

All of the needs common to men are 
to be met plus those that are created by 
industrial conditions. 

They can be reached because they 
are massed. 

No group of men or boys has been 
found unresponsive to the spirit and the 
program of the Association when it has 
been accurately interpreted to them. 

Industry holds the resources both of 
men and money with which to meet 
the needs it creates. 

Financial support—The Association 
does not hesitate to lay industry (both 
employers and employees) under trib- 
ute for financial support of Associa- 
tion work. Taking the country as a 
whole today the employees give more 
than a dollar for every dollar con- 
tributed by employers for the mainte- 
nance of this work. Frequently, how- 
ever, at the inception of the work, the 
employers bear the bulk of the cost. 
The employees’ contribution is a 
gradual development. Employees are 
never asked to contribute toward build- 
ings or other premises erected on land 
owned by the employer. They fre- 
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quently, however, contribute toward 
the furnishings of such huildings. 

Leadership —While no work is under- 
taken without a trained secretary, yet 
there are always volunteer leaders to 
be found in the industry. The indus- 
try furnishes the necessary volunteer 
service. The Association is always a 
local institution composed of the men 
and boys of the community. The only 
non-local factor introduced is the 
trained secretary, and he quickly be- 
comes a part of the resident forces of 
the community. 

Wherever the work has been estab- 
lished upon the right basis and both 
employees and employers have given 
approval and support, the work has 
been a success. The cnly place where 


it has failed is where it has not been . 


tried under wise leadership. 


Tae NATURE OF TRE Wore 


It is a coóperative work. It identi- 
fies both employers and employees, 
individually and collectively, in an 
enterprise of mutual interest, one that 
serves the interests of both. The As- 
sociation’s work develops the sense of 
mutuality between all the parties in 
industry. The Association’s relation 
is one of mutuality rather than 
neutrality. 

It is uncommercial. The Associa- 
tion seeks only human welfare. There 
is no selfish motive. The support from 
employees and employers should be 
sufficient to prevent the Association 
from having to stress the revenue 
producing features overmuch. Too 
much effort to make the Association 


self-supporting would result in harmful , 


commercialism. 

It is unofficial. There is no organic 
relation to either employer or em- 
ployee as such, nor to any organization 
of either group. The secretary should 
never perform official duties for either 
the employers or the employees. 
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It has a trained leadership. No 
work is ever established without the 
sustained supervision of a trained 
secretary or the equivalent. 

The work is related to a permanent 
agency. Local, state, national, and 
international Association organizations 
can be laid under tribute for the benefit 
of every Association unit. 


RELATION TO INDUSTRY 


The Association’s relation to both 
employers and employees is one of 
mutuality, not neutrality. The As- 
sociation is composed cf the men them- 
selves, and is usually a cross-section of 
the whole industry and community, in- 
cluding both employers and employees. 
It operates in union and non-union 
fields and among works councils and 
with other employee representation 
plans. It follows that the activities in 
which they engage must be of mutual 
interest. The Association emphasizes 
the agreements between employers and 
employees, and, by this fact, disagree- 
ments are made more difficult. 

The Association work should and 
does increase knowledge concerning in- 
dustry, progress and conditions. It is 
not intended to obscure conditions that 
need correction. It is not an opiate to 
quiet unrest nor a lightning rod to 
divert strikes. It is never a substitute 
for better wages, shorter hours or good 
working conditions. It helps to in- 
crease earning power of the worker 
and helps him to increase the purchas- 
ing power of his earrings. 

The Association creates an atmos- 
phere of friendliness and confidence, 
which helps to prevent misunder- 
standings and to make possible the ad- 
justment of differences when they do 
arise. Its great strength lies in making 
contacts in the spirit of friendliness 
and service. 

While the Association elects of its 
own accord to serve in this sphere of 
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mutual interests and for a definite ob- 
jective, it also becomes the active ally 
of every other constructive force. By 
its emphasis upon character values, 
including integrity, justice, fairness, 
good will, etc., it makes laws more ef- 
fective. It has never impeded social 
legislation, and has always been an aid 
to social progress even though its func- 
‘tions have not been legislative. 

By begetting the confidence of em- 
plovers and employees, Association 
leaders can and do lift the level of in- 
dustrial attitudes and relations that af- 
fect wages, hours and conditions. If 
sufficiently informed, the secretary can 
help the industry in developing safety, 
health and general welfare methods, as 
well as personal hygiene, and domestic 
and community ideals. In respect to 
issues between employees and em- 
ployers, it has been found that by ef- 
fective work in the realm of their mu- 
tual interests, it has been possible to 
bring about an adjustment of matters 
which previously had lain in the realm 


of their disagreements. 


PROGRAM 


The International Committee pro- 
vides a staff of secretaries who help 
local and state Associations to establish 
and maintain: 

The full program of the regular 
Y. M. C. A. among industrial workers 
throughout the entire country. This 
includes all of the physical, educational, 
social and religious activities. , 

Special work by industries—i. e. 
adapted to industrial cities and towns, 
iron and steel centers, textile milis, 
mining and lumber camps, ete. 

Immigration and Emigration service 
in North America and Europe. 

Enlisting college students (especially 
in engineering schools) and relating 
them in first hand contact and study 
in industry. . 
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Industrial Motion Picture Burean 
and other bureau service. 

From 85 to 40 per cent of the Asso- 
ciation membership is drawn from 
industry and transportation. 

Because the best service to men and 
boys is impossible in many industrial 
communities, unless some service is 
rendered to the family, it has been 
found desirable to include provision 
for work for women and girls in some 
places. This involves the use of 
women’s committees and sometimes 
women employees as visitors or aides. 
Wherever possible this work for women 
and girls is handled by the Y. W. C. A. 
Sometimes this is done exclusively by 
both the Y. W. and Y. M. C. A. and 
oceasionally both organizations operate 
in the same “Y” building. 

In adapting its program to industry 
the Association will consider the special 
needs of various groups, for example: 
skilled mechanies, machinery opera- 
tives, apprentices, unskilled labor; also, 
native workers (white), native workers 
(colored), foreign-born workers; or, the 
boys under twenty-one, and especially 
the foremen. 

The activities are planned with re- 
gard to the conditions and needs grow- 
ing out of the living, working and lei- 
sure conditions. Even for night shifts, 
recreation, Bible classes, social and 
educational work have been found pos- 
sible. 

In the large industries classes may be 
conducted in departments; sports may 
be organized by departments; meetings 
at noon, shop sings, socials, etc., are 
often arranged by departments. Fore- 


„men’s meetings are a most valuable 


feature. The tactical importance of 
the foreman which is constantly in- 
creasing has led to a large emphasis 
upon fpremen’s clubs and training 
courses in human relations. 

While at times it may be possible to 
render only limited service, the all- 
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round welfare of the individual is kept 
in view. In some places only physical 
work may be done at first; in other 
places, social or educational work 
will be undertaken first; and yet in 


other places merely creature comforts 
may be provided at first; but, in all 
eases, the all-round objective of the 
Association should be kept clearly in 
mind. 


The Industrial Policies of the Young Women’s 
Christian Association 


. By FronzNcs Sams 
Executive, Industrial Depa-tment, Field Division 


EARLY fifteen years ago two 

things happened which have 
determined the policy and develop- 
ment of the industrial work in the 
Young Women’s Christian Associa- 
tion up to the present time. First, 
out of early futile efforts to carry the 
Association program, and through it 
the “life abundant,” to the young 
women working in industrial estab- 
lishments in this country, the mem- 
bers of the industrial department had 
come to the place in 1908 where they 
began to get an idea that people ought 
to do things for themselves—that the 
only way, after all, to develop girls 
was to give them a chance to develop 
themselves. 


Tan SOCIAL CREED or THE CHURCHES 


Something else happened in the 
same year. The Protestant churches 
began to realize the necessity for a 
more unified front for Protestantism 
and combined to form the Federal 
Council of Churches of Christ in Amer- 
ica. The broad vision of this body led 
it to stimulate an interest among the 
churches in social conditions, particu- 
larly in working conditions and the 
everyday life of working people. This 
attitude on the part of the churches 
expressed in their social creed led the 
Association to see that it must be 
concerned with something more than 
just the individual girl; that it ought 
to concern itself with her social and 
economic environment, with the con- 
ditions of her daily life and work. 
The social creed of the churches spoke 
frankly about these matters; it called 
for the abolition of child labor; for 


such regulation of the conditions of 
toil for women as should safeguard the 
physical and moral health of the com- 
munity; the abatement and preven- 
tion of poverty; the protection of 
the individual and society from the 
social, economic and moral waste of 
the liquor traffic. It advocated a 
living wage аз a minimum in every 
industry. 


Y. W. C. A. CONVENTIONS 


The Berlin Conference.— 


Shortly after this, in 1910, the 
World's Young Women's Christian 
Association at the Berlin Conference 
had as one of its topics “The Indus- 
tzial and Social Awakening.” It fell 
to the Young Women's Christian Asso- 
ciation of America to present that 
subject and to offer recommendations. 
The World's Y. W. C. A. Committee 
sent to all countries a questionnaire 
asking what the ‘Associations of each 
country had done to meet the indus- 
trial and social situation. One of the 
questions was “What do you believe 
250ut the possibility of the social 
teachings of Christ being applied to 
the social order of today?” The an- 
swers poured in from the four corners 
of the earth. It was the English 
women who had seen farthest. They 
had come together in some of the 
labor conferences in Manchester and 
decided that Christianity had really 
scmething very definite to do and to 
зву in, the face of the industrial situ- 
ation. At Berlin it was a French 
woman who was insistent that the 
teachings of Jesus formed the true 
foundation for a social program. 
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Going on record for the first time-— ` 


Thus the charter for the develop- 
ment of the work of the Young Wom- 
en’s Christian Association in its indus- 
trial life was agreed upon. It recog- 
nized, first, that the social “teachings 
of Jesus Christ are the basis of the 
right social life of women" and, 
further, that there was need of a 
"study of the social industrial prob- 
lems of the day by an investigation of 
the physical and economic require- 
ments of working women, by studying 
the means of amelioration which 
legislation and private endeavor offer, 
and by a careful examination of organi- 
zations among working women.” This 
action of the conference was sent back 
to every national organization, and 
every Association of the World’s 
Committee was asked to accept it as 
its own charter. It was the beginning 
of a whole new era in the life of the 
Association. Further than this the 
Association states that it will seek to 
advance the social and intellectual 
development of its members by mak- 
ing adequate provision for recreation 
and for social intercourse between 
young men and young women; further- 
ing physiological teaching and training 
for home making; and arranging 
courses which shall promote the effi- 
ciency of commercial and industrial 
workers and give them wise teaching 
concerning the social and protective 
legislation enacted in their behalf. 


The Indianapolis Convention.— 


In its national convention in Indian- 
apolis in 1911 the American Associa- 
tion went still further and said “that 
the Association shall seek to educate 
publie opinion regarding the need of 
establishing a minimum living wage 
and of regulating hours of labor com- 
patible with the physical health and 
development of wage-earners; that the 
Association shall declare its belief in 
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the rights of women over sixteen years 
of age, in good health, working a full 
day, to & living wage which shall 
insure her the possibility of a virtuous 
livelihood; that the Association recog- 
nizing the necessity of legislation for 
the regulation of hours and wages for 
wage-earners in industry and trade 
hereby expresses its sympathy with 
the great purpose of securing the 
determination by law of & minimum 
living wage for women." 


Development of Membership.— 


The Association was changing from 
that type of work in which it was do- 
ing for girls and thinking for them to 
that in which it began to feel the 
solidarity of the whole human family. 
The realization of humanity as God’s 
temple was beginning. Futile efforts 
to produce and offer a program that 
would win girls through its own attrac- 
tiveness gave way to offering an oppor- 
tunity for them to find means of 
development for their various interests. 
Noon meetings in the factories, big 
down-town buildings running a formal 
schedule, and ready-made activities 
tended to be replaced by a less formal 
program planned and developed by 
the girls when they realized that their 
expressed needs could be filled by less 
formal buildings in sections of the 
community most accessible to the 
girls needing them, by group work 
which developed the program it needed 
and wanted along the lines of its 
largest ihterests. 

Self-governing clubs soon appeared. 
'These sent representatives to indus- 
trial councils which began to meetin 
the summer of 1919 to discuss the 
development of a program for the 
industrial membership. From such 
subjects as recreation, ihe welfare 
form of social service, etc., they have 
gradually become absorbed in the 
consideration of such questions as the 
underlying есопошіс causes of war, the 
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codperative movement, the implica- 
tions of citizenship and legislation, 
and vital education. Recommenda- 
tions from these councils become the 
program basis for the following year’s 
activity. ` 

The Washington Conference.— 

In 1919 the first national industrial 
conference of the Young Women's 
Christian Association met in Wash- 
ington with the consent of the exec- 
utive committee of the National Board. 
Here again the girls made statements 
of the aims which they believed the 
Association should support them in 
trying to attain, if they are to live a 
life which is in any sense adequate. 
The Cleveland. Convention.— 

The result of this statement from 
the industrial membership was the 
adoption at Cleveland by the whole 
Association of the social ideals of the 
Federal Council of Churches, includ- 
ing the resolutions of 1919. This did 
two things: It gave the united sup- 
port of the Association to the effort 
to embody Christian ideals in con- 

‚ erete and living forms, and in so doing 
it gave to the industrial membership 
a new sense of responsibility for the 
whole of which they are a part. 


The Hoi Springs Convention — 

The presence at the Cleveland 
Convention of a number of our indus- 
trial members as delegates from local 
Associations gave happy augury of the 
goodly number of industrial girls and 
women who attended the 199% con- 
vention at Hot Springs. In spite of 
the fact that this has been one of 
several years of unemployment and 
that Hot Springs is a great distance 
from the industrial centers, many girls 
attended. Associations planned to 
send industrial girls as delegates and 
the convention invited student and 
industrial groups to be responsible for 
a part of the convegtion program. 
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The industrial girls in this national as- 
sembly discussed questions of vital 
import to their life and work, such as 
"Unemployment," “What Is Reli- 
шоп,” and “Student-Industrial Fellow- 
ship," and appointed a committee to 
serve in the interim between such 
national assemblies. The function of 
this committee will be to call assemblies 
of the industrial women in the Young 
Women's Christian Ássociation and to 
coóperate with the national industrial 
committee in the development of its 
work. 

The greatest enlargement of vision 
came in the joint sessions at Hot 
Springs when the students and indus- 
trial girls formed a new comradeship. 
These groups had met at Cleveland 
and learned their community of in- 
terest in the Association. They had, 
in the two years between, studied 
together in their local Associations 
and visited each other’s conferences 
and they came together here to discuss 
their shared experiences. The college 
girl, in entering the world of practical 
work which the industrial girl knows 
so well, had found a new world open 
to her, and the industrial girl at col- 
lege, where the coveted opportunity 
for education is at last realized, had 
discovered a new basis for fellowship 
and understanding. 

The discussion of the industrial 
assembly opened on unemployment, 
with its crippling, dwarfing and dead- 
ening effect upon life. It closed with 
the student industrial session when 
industrial girls spoke of how they had 
been enabled through the Association 
to take advantage of the larger life 
offered to them. The observer could 
scarcely avoid the impression that the 
future can safely be trusted to the 
hands ef young people who are eager 
for education in order to gain such 
understanding of the whole of life that 
they may help to realize a Christian 
order in industry. 


Summary and Afterword 


By the Editors-in-Charge, 
Јонҹ A. Ryan, Е. Ernest JOHNSON 


ERHAPS the average reader of 

this volume will look upon the 
title as inadequate. "The first two sec- 
tions may not seem to fit very approp- 
riately under such a heading as “In- 
dustrial Relations and the Churches." 
The relation, indeed, is somewhat 
indirect. Nevertheless, it is real. In 
preparing this volume our main ob- 
ject has been to bring out the ethical 
and idealistic factors in the field of in- 
dustrial relations. We have sought to 
ascertain in how far these factors are 
taking the place, or may be expected to 
take the place, of purely economic 
forces in the relations between em- 
ployer and employee and between both 
of these on the one hand, and the com- 
munity on the other hand. "The func- 
tioning and the progress of ethical in- 
fluences are due, surely in large part, to 
the teaching and the activity of the 
churches. 

Although the papers represent a 
great variety and even a considerable 
opposition of viewpoints, they present 
a considerable and an encouraging 
amount of fundamental agreement. 
Indeed, it would not be misleading to 
say that the differences are of emphasis 
rather than of principle. No writer as- 
serts that industrial relations should be 
governed by purely economic forces or 
by any conception, however euphe- 


mistically stated, of the so-called law of " 


supply and demand. Substantially all 
the writers agree that the industrial 
conflict should be adjusted on the basis 
of ethical principles, and the majority 
appear to agree that the Church is 
directly and properly concerned with 
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the conflict and its adjustment. This 
situation represents a vast improve- 
ment over that which obtained a half 
or even a quarter of a century ago. It 
is but a few years since the majority of 
employers, even those who were con- 
sidered liberal by their contemporaries, 
regarded the employer-employee rela- 
tionship as one of master and servant. 
Today, we find employers of a fairly 
conservative type committed to the 
principle of conference and to a definite 
participation on the part of the work- 
ers in determining the conditions of 
their working life. 


Progress Towarp a DEMOCRATIC 
INDUSTRIAL ORDER 


The frst step in this approach to a 
more democratic industrial order is 
found in the simple mazhinery of em- 
ployee representation where a joint 
committee of management and men 
meets for a discussion of matters of 
mutual concern. Even where no ac- 
tual power is beld by the workers and 
where the matters open to discussion 
are limited to a very narrow field, the 
getting together of representatives of 
management and labor for a discussion 
of their several interests and a settle- 
ment of their differences, constitutes a 
definite approach to a more democratic, 
and a more ethical, industrial order. 

The more liberal employers add to 
their acceptance of the principle of 
conference a recognition of the right of 
labor to large scale colective bargain- 
ing. So long as there are within our 
industrial order marked differences of 
preperty and power, there can be no 
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full measure of justice to the workers 
if they are not given the privilege of full 
affiliation with the largest possible 
number of their fellows in their craft or 
their industry. When limited to a 
single establishment, even though it 
may be relatively large, collective 
bargaining confers no security upon 
the workers. It is only in the labor 
union with a large membership covering 
a wide territory and exercising definite 
power and influence in the craft or 
industry as a whole that the workers 
find economic security. 

It may be contended that collective 
bargaining is not in itself a highly 
ethical performance; that it is a balance 
of forces rather than an interplay of 
moral influences. Yet industrial his- 
tory shows that it is only when justice 
and security have been established that 
the higher forces of our collective life 
are liberated. Furthermore, there can 
be no doubt that the processes of col- 
lective bargaining have brought a great 
measure of intellectual development 
and moral discipline to the ranks of the 

' wage earners. 

It is now possible to discover evi- 
dences of the passing over of collective 
bargaining, and of those cruder proc- 
esses and activities which are inevi- 
tably incident to trade unionism at a 
time when it is forced to struggle for 
existence, into a broader, freer and 
more generous interplay of intellectual 
and moral influences. There are a few 
examples in America of industrial or- 
ganization in which the rights of the 
workers are secured by full recognition 
of the unions and where, at the same 
time, the solidarity of the establish- 
ment is maintained through a judicious 
plan of representation and self-govern- 
ment. Not only so, but in certain 
industries, notably in the clothing 
trades, a wise and generous собрегайуе 
policy has brought about the voluntary 
acceptance by labor organizations of 
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definite responsibility for efficient pro- 
duction. To single out examples of 
this salutary tendency might seem 
invidious in a study of this kind, nor 
would the limitation of space permit 
their adequate treatment; but the 
person who is looking for evidences of 
moral progress in the industrial world 
will find a significant number of such 
demonstrations to challenge his at- 
tention. 

As for the proper sphere of the 
Churchin relation toindustrial problems 
and controversies, the contributors to 
this volume make apparent a wide 
divergence of opinion. But that the 
principles of religion are susceptible of 
definite application to industrial prob- 
lems, is scarcely any longer denied. 
The propriety of the entrance of church- 
men, as such, and of religious organiza- 
tions, into the field of research, with 
reference to particular controversies, is 
disputed by some clergymen and lay- 
men of quite liberal mind. Yet it is 
probably true that the tendency is 
steadily toward approval of such un- 
dertakings, at least so long as other 
avenues leading to a full understanding 
of industrial facts and a fair appraisal 
of the issues involved are lacking. 

It appears that in the immediate 
future the churches will be called upon 
to render more rather than less specific 
service in informing their people con- 
cerning industrial conditions and in- 
terpreting events in the light of their 
moral significance. It is certain, how- 
ever, that the Church can successfully 
perform its mission only by maintain- 
ing a totally impartial attitude toward 
all the participants in controversy 


` and by refraining, in the discharge of 


her prophetic duty, from those methods 
of strife and aggressive harshness whose 
evil effects in our industrial life it is one 
of the Church’s chief tasks to remove. 

Itis gratifying to find writers of learn- 
ing, judgment and experience, bearing 


SUMMARY AND AFTERWORD 


testimony to the increasing part played 
by right and reason and the constraints 
of human fellowship in the settlement 
of industrial disputes and the currents 
of industrial development—testimony 
which amply justifies the recent eiforts 
of the churches to raise these matters 
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to a higher plane. The most fruitful 
lines of effort will doubtless be discov- 
ered in the course of the ministry of the 
local church to the workers in its own 
community. The measureless possi- 
bilities of such a ministry have been 
suggested in these pages. 


Book Department 


Earmrson, Winuax R. P., M.D. Nutrition 
and Growth in Children. Pp. xxix, 842. 
Price, $2.50. New York: D. Appleton 
& Co., 1922. 

Номт, Juan Ler, Jonnson, Burron» J., 
Lincotn, Ерлтн M. Health Education 
and the Nutrition Class. Pp. xv, 281. 
Price, $8.50. New York: E. P. Dutton 
& Company, 1922. 

Тнк Nationa, Cur Нилітн Соочсш. 
Child Health in Erie County, New York. 
Pp. 90. Washington, D. C., Supplement 
to Mother and Child, Magazine of the 
American Child Hygiene Association, 
May, 1992. 

Sours Caroma Мемтль НустемЕ Con- 
мїттЕЕ. A Report of the South Caro- 
lina Mental Hygiene Survey. Pp. 78. 
Columbia, South Carolina: South Caro- 
lina Board of Public Welfare, Quarterly 
Bulletin No. 1, Vol. 111, 1922. 

ооцит, Heren T., Pa. D., and Hamr, 
Horney. Feeble-Minded Ex-Sciool Chil- 
dren: A Study of Children Who Have Been 
Students In Cincinnati Special Schools. 
Pp. 287 to 263. Cincinnati: Stucies From 
The Helen S. Traounstine Foundation, 
Vol. 1, No. 7, April, 1921. 

Свенм, GEonag Н. Psychanalysis In The 
Class Room. Pp. xi, 272. Price, $1.75. 
New York: G. P. Putnam’s Sons, 1922. 


The child is coming to be the chief con- 
cern of the social welfare movement in west- 
ern civilization. Among many evidences of 
this fact is the increasing number of seri- 
ous studies dealing with some one or more 
aspects of child welfare. Not only is the 
number of such books and pamphlets in- 
creasing, but—and this is significant of the 
progress in the development of the child 
welfare movement—the sentimental and 


generalized discussions of a decade and more * 


ago are giving way to concrete, constructive 
and scientific analyses of definite problems. 
Above are listed some recent publications 
indicative of this newer spirit and approach. 


Within the child welfare movement, the 
emphasis upon positive health is an out- 
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standing fact. Probably this is a reflex of 
the recognition by present day statesmen, 
military leaders, economists, employers, 
pedagogues and social workers, of the fun- 
damental importance of physical well-being, 
and the imperative necessity of health con- 
servation during childhood. 

One aspect of the problem of health is 
that of nutrition. Until recently this has 
been entirely overlooked. A few years ago 
only extreme cases of malnutrition were 
recognized. Today we are told that one- 
third of the children in the United States are 
underweight or undernourished or mal- 
nourished. A decade ago we conceived of 
the problem as one to be found only among 
the poverty-stricken classes in our larger 
cities. Now we see that it is limited to no 
social classes and to no locality. In appre- 
ciation of the extent and importance of the 
problem of malnutrition, Dr. William Emer- 
son of Boston is known nationally as a 
pioneer. In 1908, while in charge of the 
Children’s Outpatient Clinic in the Boston 
Dispensary, he established the first nutri- 
tion class ever organized. Nutrition and 
Growth in Children represents the results of 
his experience with the problem of malnu- 
trition among children. 

The first part of this book deals with the 
diagnosis of malnutrition, how it may be 
detected, what its symptoms and causes are. 
Dr. Emerson contends that malnutrition is 
a clinical entity, with a characteristic his- 
tory, definite symptoms and pathological 
physical signs. ‘The second part of the 
volume sets forth the methods of cure, out- 
lining a constructive program to strike at 
the root of the trouble, and involving the 
coüperation of the home, the school, the 
medical progression and the child's own 
interests. He finds that a nutrition class is 
the best agency for the codrdination of these 
forces into a program that provides a com- 
mon appeal. The final chapters point out 
the esseptial features of a nutrition program 
for the community, involving trained nutri- 
tion workers, physicians, school lunches, 
summer camps and nutrition clinics and 
classes as an important part of the chil- 
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dren’s outpatient department of every 
hospital. 

The book is the result of & rich, varied 
and successful experience. It is plainly and 
clearly written, in simple and practical 
language. Such technical terms as must be 
used are explained in a glossary at the end 
of the book. The text is well illustrated 
with charts and pictures. Itis an invaluable 
book for parents, teachers, social workers, 
physicians, and for all who love construc- 
tively the children of men. 


The development of the nutrition clinic 
and class by Dr. Emerson represents, of 
course, an attack upon the problem by a 
physician, working through the facilities of 
the hospital. The next logical step in its 
development and use involved its transfer 
from the hospital to the public school. This 
was done first in New York City, and was 
directly inspired by a visit in 1917 of a mem- 
ber of the New York Bureau of Educational 
Experiments to one of Dr. Emerson’s nu- 
trition classes. Health Education and the 
Nutrition Class is an account of this pioneer 
experiment, undertaken at Public School 
No. 64, Manhattan, for the purpose of 
exploring the possibilities of the nutrition 
class in a public school, and to develop it as 
. apart of our general educational procedure. 
To those who recognize, on the one hand, 
the importance of the problem of malnu- 
trition, and wo believe, on the other hand, 
that the position of the school makes it the 
logical clearing-house for the community's 
knowledge in regard to children and their 
needs, will find this volume intensely signifi- 
cant. 

'This first experiment began in February, 
1918, and the nutrition classes were discon- 
tinued in June, 1921. The full details of 
the work attempted, the results obtained as 
far as they could be ascertained, all are pre- 
sented as fully as one might wish. There 
are numerous charts and tables setting 
forth the statistical data of the classes con- 
ducted; the social, racial and individual 
factors involved; the growth in height and 
weight of the children; and other igforma- 
tion necessary for the interpretationeof the 
charts presented. 

The last two chapters summarize what, 
in the estimation of the members of the 
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Bureau of Educational Experiments, are 
the possibilities and limitations of the nutri- 
tion class as a factor in health, as well as 
the general educational problems of a health 
program. Although there is a strong insist- 
ence upon the need for further study and 
research, certain conclusions stand out 
rather definitely by way of challenge to 
health workers and school men, both of 
which groups will find it worth their while 
to familiarize themselves with the details of 
this pioneer experiment. Whatever con- 
clusions may be warranted by future experi- 
ments of like nature, there is no gainsaying 
two facts that peer forth from almost every 
page of this book: first, that public health 
is purchasable; and second, that “the re- 
sources of the school for supplying the chief 
provisions essential to the success of an 
educational health program are greatly 
superior to those at the command of any 
other agency.” 


A detailed study of the general problem of 
child health in a restricted locality is pre- 
sented in the third publication above listed. 
It is the report of a brief inquiry into the 
conditions relating to child health and to 
the social agencies for dealing with the 
problems presented in the rural sections and 
villages of Erie County, N. Y. This inquiry 
was made under the direction of the Na- 
tional Child Health Council, Washington, 
D. C., in codperation with seven national 
and two state organizations. Different 
aspects considered are tne “Under School 
Age Child,” “Medical Szhool Inspection,” 
“Medical Service,” “Nursing in Relation 
to the Child,” “Health Teaching in the 
Schools,” “Recreation, Nutrition of Chil- 
dren,” “Health Officers," “Mental Hygiene 
of Children,” “The Health of Dependent 
Children,” and “Health and Working Cer- 
tificates.” The significance of this study is 
that it is a first step on the part of the na- 

«tional organizations involved in a plan for a 
definite coordination of field work, with 
special emphasis upon the development of 
strong ‘and well-corre'ated local health 
organization. In view of these facts, of 
considerable interest are the recommenda- 
tions included, centering upon the formation 
of g county health council, the establish- 
ment of a budget for county health work, 
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and the enlargement of the local school dis- 
111сЁ on a sound and satisfactory basis. 


Problems of mental hygiene, long rele- 
gated to the limbo of ignorance and neglect, 
are today in process of receiving merited 
attention. We are, however, still largely in 
the statistics-gathering stage. Of interest, 
accordingly, are the results of such a survey 
аз that made in South Carolina during 1921 
by officers of the National Committee for 
Mental Hygiene, under the auspices of the 
South Carolina Committee for Mental 
Hygiene. The purpose of the survey was 
to determine just what sort of problems 
feable-mindedness and insanity were to the 
state, what relationship they bear to other 
social problems, and what facilities there are 
to deal with these groups. 

The results are startling yet not unlike 
those unearthed by other recent studies. Of 
over 6,000 school children examined, 2.8 per 
cent of the white and 4.2 per cent of the 
colored children were found to be feeble- 
minded. Fully 23.4 per cent of the white 
children and $5 per cent of the colored chil- 
dren, continues the report, “were either 
subnormal in intelligence, feeble-minded, ог 
suffering from a psychopathic personality, a 
psychoneurosis, epilepsy or an endocrine 
disorder.” There are practically no facili- 
ties either for the identification or treatment 
of these children. , 

Figures such аз these serve to remind us 
thaz both in our schools and in our general 
social program, we have but scratched the 
surface. 


From South Carolina to Cincinnati is a 
far cry, spatially and otherwise. Feeble- 
Minded Ez-School, Children із a study of 
children who have been students in Cincin- 
nati special schools. It includes #1 children 
ever enrolled in classes for defectives in Cin- 
cinnati who had, by the summer of 1918, 
been out of school for as much as a year., 
There were 208 such children in the city. 

The report emphasizes the importance of 
selecting children for special classes as early 
as pcssible in their school careers, both for 
the sake of the schools in which they are 
found and for the children themselves; a 
better system of record keeping of such 
children, ie. a better system of bookkeep- 
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ing of our experience; and, be it noted, that 
the majority of these children belong in 
families which are problems to the social 
agencies of the city. The necessity of hav- 
ing the schools coUperate with these agen- 
cles in the study and treatment of these 
families is emphasized. In short, this study, 
perused along with the survey of South 
Carolma, sharply centers attention to the 
social cost of a policy of neglect. 


Mental hygiene, however, means much 
more than attention for the feeble-minded 
and insane. There is the much larger and . 
more important, even if less spectacular, 
problem of the “psychopathology of every- 
day life.” If but half of the “New Psychol- 
ogy" has a basis of fact, its overwhelming 
importance to all persons interested in the 
care and training of children is obvious. 
To teachers especially is it important, both 
in the way of impressing them with the 
far-reaching results of school life, and to a 
real rather than a superficial understanding 
of their pupils, 

Thus far it has been difficult for the aver- 
age teacher to know where to turn for a 
knowledge of the essential facts which 
recent research has revealed. Much of its 
development has taken place outside of our 
‘orthodox educational institutions, charla- 
tans have imposed upon the credulous, and 
partially informed writers have included 
much “under the term that would hardly 
be considered as psychoanalysis by its 
founder or by any serious student of the 
subject.” 

Here, at last, in Psychanalysis in the Class 
Room is a book which can safely be placed 
into the hands of the general reader, un- 
trained in technical terms and aspects. It 
is such a sensible book. It seizes upon and 
states briefly yet clearly and stmply most of 
what is considered sound in the way of 
contribution to psychological fact, “while 
maintaining a cautious and critical reserve 
toward ill-digested speculations.” The 
author is a former student of Prof. Mac- 
Dougal’s, and builds in general upon his 
master’s system of psychology as outlined 
in Social Psychology. In view of the author's 
close association with MacDougal, it is in- 
teresting to note (pp. 171, 172) the follow- 
ing sentences: ‘We infer the presence of the 
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instinct from the activity. But we have no 
first hand acquaintance with an instinct. 
... It may be that all these instincts... 
are in reality merely aspects of one great 
urge towards activity." 

Without wishing in any way to detract 
from.the heartiest commendation of this 
book, the reviewer cannot but point out 
that in his estimation the selection of the 
title was unfortunate. Not only does the 
author reject much of what passes as Psy- 
choanalysis, but the phrase "In the Class 
Room" implies а restriction of value and 
scope which is nowhere to be found in its 


pages. 
James H. S. Bossanp. 


NORTHWESTERN UNIVERSITY SCHOOL ОЕ 
Commerce Boreray or Business RE- 
SEARCH, Horace Secrist, DIRECTOR, IN 
COOPERATION wits TAB NATIONAL Ав- 
SOCIATION OF RETAIL CLOTHIERS. Costs, 
Merchandising Practices, Advertising and 
Sales in the Retail Distribution of Clothing. 
6 Vol. Pp. 662. Price, $15.00. New 
York: Prentice-Hall, Inc., 1921. 


In recent years many writers of books on 
business subjects have attempted scientific 
conclusions from a few impressionistic 
observations and very incomplete data. 
The limitations of such attempts are no 
better illustrated than by the jew cautious 
generalizations Professor Secrist draws from 
a most painstaking collection and careful 
analysis of facts about operating conditions 
in over 500 retail clothing stores scattered 
over the United States. 

Here is a wozk of over 600 pages, bound in 
6 volumes. Yet the data it contains cover 
only 8 years, 1914, 1918, and 1919, and 
was obtained from only about 10 per cent 
of the stores members of the National Asso- 
ciation of Retail Clothiers. A further limi- 
tation is suggested by the fact that approxi- 
mately 76 per cent of the stores reporting 
were located in cities with a population of 
less than 40,000, and only 10 per cent in 
cities with a population of over 120,000. 
These limitations Professor Secrist con- 
stantly emphasizes through his work® 

"The purpose of the work, as described by 
the author, is to "develop out of the actual 
experienceof clothing stores aseries of stand- 
ards which may serve as guides."  Profes- 
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sor Secrist’s work is noteworthy because 
through it all heapplies the scientific method 
most painstakingly and precisely. He first 
presents the facts as he has collected and 
analyzed them and then from these facts 
synthesises his conclusions. These conclu- 
sions he says are of two types. 


First, cost and other ratios; and second, under- 
lying principles of trade tendencies which charac- 
terize stores of different size and location. . . . 
The actual ratios are subject to change; the 
underlying principles seem to be general. (Vol 
5, p. 8.) 


The principles to which Professor Secrist 
refers are the generalizations he synthesises 
from the detailed data. As a word of cau- 
tion against their heedless acceptarce he 
says: (Vol. 6, p. 499) 


Generalization has been indulged in only when 
the data seemed conclusively to point to the exist- 
ence of a principle and even, under these cireum- 
stances, only when the limiting conditions and 
the exceptions were brought to the reader’s at- 
tention. 


Again on page 500 (Vol. 6) he says: 


In undertaking this study it was felt that busi- 
ness and industry need facts; that busiress will 
not run on, but down on the momentum of cus- 
tomary action and that more analysis of business 
problems and equal sharing in the resulta are re- 
quired if rule of thumb methods are to be d:s- 
placed. It was begun in the belief that there are 
underlying principles in business whick can be 
determined, measured and used as guides to 
action, and that this fact modern business must 
come to realize if planning and foresight are reaily 
to characterize it. 


In the summary contained in Vol. 6 їр. 
571) Professor Secrist enumerates the results 
of the study. 


Two types of conclusions have beer. reached 
from the study of Costs, Merchandising Practices, 
Advertising and Sales in the Retail Distribution of 
Clothing: first, that which pertains to the abso- 
Tute and relative amounts of sales, rent, wages 
and salaries, advertising, etc, for stores of dif- 
ferent size, location, age, merchandising and ac- 
counting methods, etc., and second, that which 
relates to the tendencies of the amounts to de- 
crease, increase, or remain constant as stores 
increase or decrease in size or change i3 location 
and operating conditions The first type of con- 
clusion describes what might be called static con- 
ditions; the second relgtes to the dynamic aspects 
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of the problems. The first describes the stores in 
cross-section, as it were; the second reveals them 
under conditions of change from location to loca- 
tion, size to size, etc. 


The dynamic aspects mentioned are 
dynamic only in the sense that they are an 
advance picture of static conditions. A 
merchant with a small store can visualize 
the static picture of a larger store corre- 
sponding to the conditions under which he 
proposes to operate. The merchant has a 
guide to the normal or average operating 
costs under varying conditions. Whether 
or not he should accept the average as his 
ideal is another matter. A really dynamic 
attitude implies the idea of initiative, vision 
and growth. Standards, averages and forms 
are useful as guides, but they should not be 
limitations. 

From a technical standpoint the method 
of presentation Professor Secrist employes 
‚ is excellent. The work is divided into 6 
volumes of about 100 pages each. Each 
volume covers a division of the subjects and 
within these limits is complete in itself. A 
list of the titles of the volumes gives a view 
of the detailed scope of the work. 


Yol. 1: Sales and sales ratios in retail clothing 
stores (statistics and statistical ratios). 

Vol. 2: Expenses and expense ratios—rent and 
wages and salaries. 

Vol 8: General, busheling and total expenses. 

Vol 4: Advertising methods, expenses and 
expense ratios. 

Vol. 5: Purchases, inventories, purchase dis- 
counts, stock turnover, and capital turnover. 

Vol 6. Buildings and store equipment, mer- 
chandise sold, store methods and accounting 
practices. 

Summary of expense and trade tendencies, 
questionnaire and index. 


From these volume titles a more general 
grouping of the subject matter can be 
drawn: 


Sales costs (Vol. 1). 


Other operating costs (Vols. 2, 8, and 4). . 


General. 

Rent. 

Wages. 

Salaries. 

Busheling. 

Advertising. 
Purchasing and stock costs (Vol. 5). 
Buildings and equipment (Vol. 6). $ 
General summary (Vol. 9. 
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Each volume is summarized in an intró- 
ductory chapter at the beginning of the 
volume. A summary and index of all the 
results is incorporated in the last volume. 
The text is not a mere presentation of facts. 
Every attempt is made to show not the 
importance of the facts as such, but. their 
relation and significance to business prac- 
tices in general. Visualization of these re- 
lationships is made possible by the frequent 
summaries and by the prolific use of graphi- 
cal as well as statistical charts. 

The data which the report summarizes 
were obtained by the questionnaire method. 
The questionnaire employed is itself an 
effective statement of the importance of 
the information requested. For this reason 
the data reported are likely to be more than 
ordinarily accurate. Combined with this is 
the assurance implied by the analysis of 
this data by a statistical authority of the 
eminence of Professor Secrist. 

The work is a pioneer application of the 
scientific method to a collection of facts 
about practices in a specific business. Im- 
portant as it is as a guide or measure for 
practices in the retail clothing business, it 
also suggests possibilities for further studies 
in this field with the scientific method em- 
ployed in this work as a guide, and for simi- 
lar studies in other businesses. 

Ниввевт W. Hess. 


IRELAND, ALLEYNE. Democracy and the 
Human Equation. Pp.251. Price, $3.00. 
New York: E. P. Dutton and Company, 
1921. 


The reviewer has read through this book 
with care and has read some of it twice, out 
of fairness to the author, in order if possible 
to avoid the conclusion that it makes no 
special contribution to political or social 
knowledge and that it has no particular 
value in the way of constructive suggestions. 

Two of the key premises of the book are: 


The distinguishing feature of Republicanism is 
that legislators shall be representatives; the dis- 
tinguishing feature of Democracy is that legislators 
shall be delegates. 


Assuming equal knowledge and intelligence in 
each, a Representative best discharges his duties 
by being independent; a Delegate by being subser- 
vient. 
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These are very nice conclusions. But 
why print a book about them? In the social 
process of the modern world our legislators 
in some matters will act as delegates but in 
most matters as representatives. Just 
what this social process is and what can be 
done to get facts to constituents so that 
even delegates may take a higher type of 
action becomes all important. For cer- 
tainly the modern citizen is not going to 
cease his efforts to advance his own interests 
a3 he understands them. Is not the prob- 
lem that of enlightening this understanding 
rather than that of saying that the citizen 
should blandly allow the chosen represen- 
tative always to speak for him? 


Mayers, Lewis, Pm.D., LL.B. The Fed- 
eral Service, Рр. xvi, 607. Price, $5.00. 
New York: D. Appleton & Company, 
1922. 


This book on The Federal Service is an- 
other one of the splendid studies in adminis- 
tration put out under the auspices of the 
Liistitute for Government Research of 
which Mr. W. F. Willoughby is Director. 
The book can bes: be described as a hand- 
book on Civil Service. It is the work of & 
careful student. The contents of the book 
are portrayed in the titles of the leading 
chapters which are as follows: 


“The Law and Tradition of Selection and 
"Tenure;" 

“The Extension of Formal Systems of Selec- 
tion;” 

“The Elimination of Political Interference 
Inside the Service;” 

“The Classification and Standardization of 
Positions and Salaries;” 

“Selection by Promotion from Within Versus 
Recruitment from Without;” 

“Methods of Sele-tion from Within; Reassign- 
ment and Promotion;" 

" Recruit Methods: Some Basic Aspects, ' 

“Recruitment Methods: The Classified Com- 
petitive Service;" 
. “Recruitment Methods: The Unclassified Serv- 
ice;" в 

“The Maintenance of Individual Efficiengy;” 

“Working Conditions;” s 

“Organization and Personnel Administration;” 

“Employees Organisations and Committees,” 
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Furniss, ЁраАв S. Foreign Exchange. Рр. 
x, 409. Price, $2.50. Boston: Hough- 
ton Mifflin Company, 1982. 


From the days of Adam Smith, Ricardo 
and Mill problems of international trade 
bave been complex. Of all these problems 
those connected with foreign exchange are 
perhaps the most intricate. Previous to 
1914 we were tyros in this field and ad- 


mitted it. We supplied the goods; England 


and Germany attended to international 
finances. Since the War we have begun in 
real earnest to be our own international 
bankers. 

Our entrance into the field of foreign 
exchange called forth a flood of articles on 
this subject; several recent books also have 
presented a more or less comprehensive 
treatment of the theory and practice of for- 
eign exchange. Professor Furniss attacks 
his subject from a somewhat unusual angle. 
Instead of emphasizing banking mechan- 
ism and purely banking problems, he aims 
to lay stress "upon the problems of the 
business man concerned with foreign trade, 
as well as upon the broader questions of 
national policy.” This new emphasis, how- 
ever, is in method of treatment rather than 
in topics considered, since more than two- 
thirds of the book deals with banking prob- 
lems. 

After an introductory chapter which 
shows how bankers’ bills and commercial 
bills arise in international trade, and how 
they serve to finance it, the writer proceeds 
for over two hundred pages to show in detail 
how the supply of and demand for these 
bills affect the rate of exchange, and what 
operations are’ performed by business men 
and bankers in handling these documents. 
The careful classifications of this part help 
the reader t understand complex processes. 
The last four chapters (pp. 295-404) pre- 
sent a sane discussion of foreign investment, 
and money markets in London and New 
York, 

Professor Furniss knows his subject and 
has supplemented his lucid explanations 
with concrete examples of the business prob- 
lems connected with payments for imported 
goods. In spite of this, foreign exchange 
remains a technical subject and one difficult 
to urfderstand even for those who know how 
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to trade intelligently with other peoples. 
The treatment deals with normal conditions 
of payment in international trade. This 
leaves the business man in a quandary as to 
guiding principles under present conditions, 
but no scientific treatment could “do other- 
wise. Abnormal conditions mean absence 
of guiding principles. The economic rea- 
soning underlymg “purchasing power par- 
ities,” so emphasized by Professcr Cassell, 
is given an excellent presentation (p. 55 ff.). 
This explanation ought to go far toward 
making clear to business men and students 
how different price levels in countries affect 
the value of their currencies when quoted 
in terms of other monies. Complete copies 
of eable transfers, bills of exchange, trust 
receipts, letters of credit, travelers’ checks, 
acceptance agreements, etc., make the book 
a more usable class text. 

The arithmetic of certain illustrations 
needs correction: Page 45—In the state- 
ment of the gross weight in grains of the 
normal German gold mark the decimal 
point haa slipped one unit to the right (61. 
458 being given instead of 6.1458). A slip 
in the opposite direction would have been 
_ more appropriate under present conditions! 
Page 127—British exchange was “pegged” 
at $4.76 instead of $4.70. Page 278—The 
conversion of $4000 into English pounds 
gives £886 16s 5d rather than £88 18s 7d. 
Page 279—The conversion of $4073.31 at 
4.85 gives £889 17s 2d rather than £88 193 
7d. Professor Furniss has at times been 
overzealous in his desire to be complete, a 
zeal which has led to repetition. But these 
are minor matters. 

This book is a valuable addition to the 
literature of a subject which is more and 
more compelling attention from business 
men and students of foreign trade. 

Harry T. Воылмав. 


Улкоимвива, ` ARTHUR Henprick. The 
Greatest American—Alexander Hamilton: 
Pp. xvi, 858. Price, $2.50. New York: 
С.Р. Putnam’s Sons. 1922. 


This is not so much a biography as it is 
adulation and hero-worship. The book is 
not critical. Hamilton is one of the truly 
great figures of our national life and the 
book plays the useful purpose in building up 
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a fiction about Hamilton. Those who want 
to make orations will find many illustrations 
from this text. The critical student, how- 
ever, will find practically no contributions 
in the book. Hamilton is preéminent 
among those of our statesmen who are 
worthy of a critical estimate because his 
abilities and accomplishments will stand 
faithful portrayal. 


Синк, Je., W. Invina, M. D., Е. А. С. S. 
Health Service in Indusiry. Pp. 168. 
Price, $2.00. New York: The Macmil- 
lan Co., 1922. 


There is a lot of sound sense and experi- 
ence in this little volume by Dr. Clark. It 
will be of most value to the manager of & 
smali or medium-sized concern who wishes 
to develop & constructive health policy that 
will make for bodily integrity of his employ- 
ees and does not know just how to begin. 
But it will also prove of value to the indus- 
trial physician, especially if he is just start- 
ing in industrial work; to the personnel 
executive who may have the problem of 
the relation of the plant physician and his 
work to the whole personnel policy of the 
firm; and to the student of personnel as well, 
especially if he or she be interested in indus- 
trial hygiene. 

The object of this book is to give to those hav- 
ing no actual experience in industrial medicine a 
short workable plan outlining the administration 
and methods of a health department in industry. 

The author has not attempted to discuss more 
than one approved method of doing a thing. He 
has not attempted to give methods of treatment 
except аз examples. Everything suggested has 
been tried and is in use in some large factory 

It is presumed that the reader is either a doctor 
or the superintendent of a factory. 


“The contents of the book are suggested 
by such typical chapter headings as “The 
Medical Needs of а Small Factory; “Ог- 
ganization of a Medical Department in a 
Large Factory;" "Factory Dispensaries;" 
“The Physical Examinations;" ''Sanita- 
tion;" and “Cost of Medical Supervision.” 

By living up to its attempt to concentrate 
on matters of administration and methods, 
Dr. Clark has submitted for ready use a 
great deal of usable practical methods and 
of information. He makes very specific and 
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helpful suggestions concerning the ways by 
which the management of small shops may 
obtam adequate but economical health serv- 
ice, which in the past they usually have 
failed to get. The statement of the routines 
to be followed in ease of physical examina- 
tions and sickness, of the minimum equip- 
ment required for various situations and 
purposes, of estimated proper cost for differ- 
ent sized enterprises, and of other similar 
matters are very much to the point end 
very welcome. "They should be of real aid 
to a plant physician trying to develop 
standard equipment and standard practice 
in his department. 

Dr. Clark also shows a grasp of the ethical 
responsibility of the factory doctor, when 
he says, “1+ is considered advisable that the 
same relation of doctor and patient be 
maintained as strickly in industry as in pri- 
vate practice. The doctor should discuss 
the type of work the patient can and can 
not do with the employment manager, but 
not the physical condition necessitating it.” 

Josera Н. Winums. 


Jenks, J. W. and Глоск, W. J. The Im- 
migration Problem. First Edition, re- 
vised and enlarged by Smith, Rufus D. 
Pp. xxvi, 655. Price, $3.00. New York: 
Funk & Wagnalls Co., 1922. 


This revision of what is in many ways one 
of the most useful of the books on immigra- 
tion will be welcomed by students and teach- 
ers. Aside from the use of the figures of 
the Census of 1920 and the legislation of 
recent date the most significant change is 
the addition of a chapter on “Oriental Im- 
migration to the United States” and a dis- 
cussion of the immigration problem of other 
countries, together with digests of foreign 
laws. 

It is to be regretted that the bibliography 
suggested for further details is so defective. 
If the immigration policies of other countries 
are of importance why is no mention made 
of The Problem of the Immigrant by Whelp- 
ley? If assimilation is important why is no 
reference made to Drachsler, Democraqy and 
Assimilation (1920)? Why is no mention 
made of studies of given races in Ámerica 
such as Balch, Our Slavic Fellow Citizens, as 
Capek, The Cechs in America (1920)? The 


151 


writer of this note would have liked to see 
included some reference to the January, 
1921 volume of The Annals in connection 
with the Japanese immigration. 


HouzwicH, Isaac A. Immigration ond 
Labor. Second Edition. Pp. xxxii, 
574. Price, $6.00. New York: B. W. 
Huebsch, 1922. 


Practically the only changes as compared 
with the first edition of 1912 are the omis- 
sion of the discussion of some of the recom- 
mendations of the Immigration Comniis- 
sion and the inclusion of a chapter on “The 
Lessons of the War," together with & rather 
vitriolic reply to certain critics of the first 
edition. The author's use of Ph.D. after 
his name seems a bit inconsistent with his 
attitude towards the academic brethren. 

The author states that formerly organized 
labor was hostile to immigration but that 
now the fear of radical East Europe has led 
the capitalists to join in the demand for re- 
striction. He then proceeds to show that 
restriction will not improve the condition 
of the American laborer. Some of his crit- 
icisms of popular ideas are keen and worthy 
of attention. He weakens our faith in the 
balance of his judgment by his extreme 
antagonism to capitalism. 


Parren, Smon М. Mud Hollow. Pp. 854. 
Priee, $1.90. Philadelphia: Dorrance 
and Company, 1922. 

President Meiklejohn of Amherst in his 
The Liberal College has forcibly pointed out 
one of the limitations of scholars. He points 
out that, if a man wishes to be considered 
scholarly, he must work assiduously within 
the conventionally set limits of his field and 
devote little if any thinking to other fields 
in which he can not speak as a specialist. 
The result tends to be knowledge by water- 
tight compartments, and points of view that 
are scientific within the limits of a particu- 
lar field and intolerant of the conclusions 
and importance of those of other fields. 
Accordingly we find comparatively little 
effort to see the relationships between fields 
of knowledge and little ability to unify their 
conclusions into a whole that will represent 
2 complete picture. 

This is especially true in the social sci- 
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ences. Most of us have been busy at work, 
each considering a section of society from the 
standpoint of his own field. This is a neces- 
sary stage of evolution, but it tends to result 
in more “experts” than economists, and 
more partisans than statesmen. Dr. Patten 
himself suggested this condition a few weeks 
before his death when, half in joke, he said, 
“The economists are all over sixty years 
old; those from forty to sixty ere socialists; 
and those between twenty and forty are, 
or are trying to be, business experts." 

Mud Hollowwas published a few weeks be- 
fore the “stroke” which led to Dr. Patten’s 
death on July 24, 1922. It is a brilliant, dar- 
ing and suggestive attempt to see and toun- 
derstand the whole of American civilization. 
By application of the combined knowledge 
available in a number of fields such as 
economies, biology, sociology and psychcl- 
ogy, Professor Patten has sought to explain 
the fundamental changes that have taken 
place in American society and which repre- 
sent the evolutionary process now going on. 

The book is half novel and half essay. 
The first half presents the life of “Мид Hol- 
low” and exists purely for illustrative pur- 
poses in order that the second half of tke 
book may be better understood. “Mud 
Hollow” is a small farming community in 
the middle west and “‘is the base on which 
the nation rests. It is the normal in the 
sense that it has the soil and mechanism on 
which prosperity depends, without the 
impressment of a foreign culture which 
would thwait local tendencies. Normaley 
may be defined as prosperity without cul- 
ture. Money to do with and not knowing 
what to do.” 

The second part of the book is an essay, 
interpreting the life of “Mud Hollow.” It 
is, by far, the more important, part of the 
book; it represents the fruition of Dr. Pat- 
ten’s economic and sociological thmking. 

In this second part he recognizes the 
wreckage of many of the theories currently 
held before the War—his own included. 
“The decay is not physical; it is mental, 
spiritual, logical. It is those who think 
or at least should think who have failed. 
There is something wrong in the basis of 
our thought; our premises, our historical 
interpretations, our long-standing tradi- 
tions need revision.” 

ә 
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“Human nature is vaguer, more emo- 
tional, with fewer of the rock attributes 
than was thought.” 

He sets out to find his new basis for 
thought by an analysis of the typés being 
brought into dominance in Mud Hollow, 
ie. America. For an indefinite period, we 
will be dominated by the mass judgments 
of that group of citizens, which, taken col- 
lectively, has the greatest income power. 
This group, Dr. Patten defines as the group 
with incomes of from two to three thousand 
dollars. Neither the poverty class nor the 
property class will control. 

The dominant majority is primarily of 
the motor type. It will insist upon con- 
formity. Dr. Patten then goes on to show 
that conformity is the method of social prog- 
ress under majority rule, whereas personal 
liberty was the method under minority rule. 
Leaders will be those who make progress 
with the masses rather than those who sink 
into self-satisfied sterility by condemning 
“uncultured mob judgments.” 


Old morality is the morality which minorities 
have imposed on majorities. 

The grind of conformity must precede the rise 
of democracy. . . . In democracy, men may differ 
on minor but not on major premises. Minorities 
are outlaws unless they accept the axioms of 
majority thought. If, in a prohibition nation, a 
man contends that alcohol is beneficial, he is an 
outlaw, but if he thinks the methods of enforcing 
prohibition are ineffective, his opinion is entitled 
to respect. 

The real force of the social lies not in trade 
unions, industrial coBperation and distributive 
processes, but in a vague feeling of comradeship 
which binds not like with like, but which brings 
the dissimilar into organic unity. 


Conformity seeks to lift all to a com- 
mon level and is not so concerned with 
the setting of new standards by minority 
aggression. 

“Conformity thus produces a better aver- 
age than morality.” 

In the latter part of the book, Dr. Patten 
describes, in biological and psychological 
terms, the changes which make for or 
against adjustment to new environments 
and ,which, therefore, hasten or retard 
evolution. 

It is the Wish not the Germ Cell which deter- 
mines action. . . . The correct order I assume to 
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be: first, the direct action of natural forces on life; 
second, the appearance of a wish to do what 
natural forces tend to create; third, a power to do 
through the growth of inherited traits. Then 
judgments are formed which harmonize with 
natural tendencies. . . . The wish thus represents 
evolution yet to come, just as the will represents 
the stages through which evolution has gone. 
Between the two is an eternal conflict, some ele- 
ment of which we face every time we go through 
& period of depression. Willlessness is a defect of 
character and yet it 1s the only door through 
which evolution can come. 


Dr. Patten then points out the effects of 
the suppression of tae wish in the creation 
of abortive action and inferior complexes. 
Conversely, he points out the method and 
result of expression in terms of creative 
action and positive adjustment. Both he 
states in such concrete terms as sex morality, 
the position of women, the development of 
children, religion and life work. 

Dr. Patten’s theories are here founded 
upon the findings of the geneticpsychologist. 
Any adequate criticism of his psychological 
position should come from psychologists. 
Certainly, however, he has gone much 
further than those who have sought to link 
psychology and economies by making an 
exhaustive list of instincts and then deduc- 
ing that certain acts are the result of certain 
instincts. Joint discussion by psychologists 
and economists of their common problems 
should result from this book to the enrich- 
ment of both fields of knowledge. 

Many will criticise this book,—for its 
literary form and style, for its unconven- 
tional attitude toward morality, for incon- 
sistency in places, end for generalizations 
that may in places be too broad. But such 
critics should consider and discuss rather 
the larger ideas of the book, and should re- 
member that prophecy can scarcely be 
expected to be worked out into a logical, 
consistent and detailed philosophy, but 
rather must devote itself to outlining new 
territory for human thinking. In course of 
time the reviewer believes that this contri- 
bution by Dr. Patten at the close of his 
life will be reckoned a major contribution 
to human thinking,—as important as any 
he has ever made. у 

“Each master mir is he who points the 
way from one base to another.” 


ЈовЕРН Н. Winurrs. 
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J. WanTER Тномрвоч Company. Рорша- 
tion and its Distribution. Pp. 385. Price, 
$5.00. New York: J. Walter Thompson 
Company, 1921. 


This book presents a useful and conven- 
ient arrangement of the population figures 
of the 1920 census by states and by groups 
of cities. This edition, the third, in addition 
to listing all towns in the United States of 
500 inhabitants &nd over with their coun- 
ties, has added such information as the mile- 
age of rural road and of railroads, the num- 
ber of autos and trucks, electric passenger 
cars, telephones, electrically wired houses, 
central power stations, and an outline map 
of each state showing the location of its 
principal. centers. The trade information 
has been extended to include thirty sepa- 
rate classifications of dealers, wholesale and 
retail, in the leading trades. These classifi- 
cations give the number of dealers in cities 
of 50,000 and over, as well as in states. 


ТаррмАм,. WALTER. Public Opinion. Рр. 
ix, 427. Price, $2.75. New York: Har- 
court, Brace and Company, 1922. 

Here is a book every student of govern- 
ment should read. The reader will recover 
but he will never thereafter be quite the. 
same. It is misleading to entitle the book 
“Public Opinion.” It is more accurately 
a criticism of the limits of attention and of 
knowledge and hence of the immobility of 
the average mind to meet the rapidly chang- 
ing problems of the present day. Asa crit- 
icism the book will endure and will have 
far-flung usefulness. That usefulness, how- 
ever, will be more in the line of stimulating 
thought than in the way of useful conclu- 
sions. The style of the book is its finest 
feature. Itis agreat reliefto find an author- 
itative work on government couched not 
in the sedetitary verbiage of the average 
academician but іп а style that allures while 
it instructs. 

. The book would have left a better impres- 
sion had it been called what it is—a study 
of the limits of attention in a democracy. 
There are five pages in the chapter on “A 
New Image" devoted to constructive sug- 
gestions and the constructive suggestions 
are not at all of a size and character equal 
to the quantity and quality of the criticisms 
that fill the pages of the book. In this chap- 
ter оп “А New Image” the author says: 
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Outside the rather narrow range of our own 
possible attention, social contro] depends upon 
devising standards of living and methods of audit 
by which the acts of public officials and industrial 
directors are measured. We cannot ourselves 
inspire or guide all these acts, as the mystical 
democrat has always imagined. But we can 
steadily increase our real contro! over these acts 
by insisting that all of them shall be plainly 
recorded, and their results objectively measured. 
I should say, perhaps, that we can progressively 
hope to insist. For the working out of such 
standards and of such audits has only begun. 


A critique of this kind is needed in politi- 
cal science and is just as useful to economics 
or to sociology, and for that matter to busi- 
ness, for the limitations to attention and the 
inaccuracies of the pictures in our minds 
and the clutch of the stereotypes which we 
judge are just as applicable to business and 
to making a living as to government. One 
would be apt to feel after reading this book 
that government must perforce be the 
weakest of institutions unless he reflects at 
the same time that this same weakness of 
human nature and human knowledge ap- 
plies to all institutions. 

In addition to a scientific report of all the 
facts as a basis for public opinion the 
author urges that the social scientists take a 
larger part in directing social activities. He 
thinks it high time that the social scientists 
cease merely to chew over and over the 
cuds provided for them by others. 

We have had no advance in political 
philosophy since the days of John Locke. 
To the mind of the reviewer this book is the 
first contribution to а new political philoso- 
phy based on a scientific knowledge of the 
innate urges within individuals and on the 
essential facts as to the limits of human 
attention, together with conclusive methods 
of tying up social judgments with current 
social facts and forces. * 

CLYDE Г. Kina. 


С. Sranumy Haur, Pa.D., LL.D. Sena 
scence. Pp. xxvi, 518. Price, $5.00. 
New York: D. Appleton and Company, 
1922. 


The modern intellectual world is becom- 
ing more and more insistent in its demands 
for facts to substantiate any theory which 
attempts to explain the controversial ĝues- 
tions confronting mankind. Certainly the 
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problems of old age and death are prodigious 
enougheven in our day to call forth the most 
Herculean of mental efforts to establish 
conviction. “The Thinker” who would 
probe into this subject from every view 
point should be more than scholar; he must 
himself have lived richly through a wide 
span of years in order to appreciate the 
feelings, aspirations, disappointments and 
philosophies of those who have spoken. 
Certainly, the mental processes as well as 
spiritual insight of those who are older 
becomes of vital significance in giving per- 
spective to human values. So much our 
present-day middle-age group should be 
willing to concede to those older scientists 
who in their younger days struggled heroi- 
cally with newer evolving scientific concepts 
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of conditions, In their older days these 
stalwarts are bringing each, not his science 
only, but all science into perspective. 
Analysis is no more to vie with synthesis in 
its outlook upon life's problems. The past 
no longer spurns the whole. Perspective 
is beginning to be insisted upon. 

The book Senescence by G. Stanley Hall, 
rich in scholarship and personal experience, 
is a comprehensive review of the sum of 
human knowledge on this subject, “in order 
to show how the ignorant and the learned, 
the child, the adult, and the old, savage and 
civilized man, pagans and Christians, the 
ancient and the modern world, the represen- 
tatives of the various sciences and different 
individuals, have viewed these problems.” 

The chief thesis of his book is that old age 
has a function in the world that we who are 
older have not yet risen to and which is of 
the utmost importance. Far greater, in fact, 
in the present stage of the world than ever 
before, and "that this new and culminating 
service can only be seen and prepared for by 
first realizing what ripe and normalage 
really is, means, can, should and now must 
do, if our race is ever to achieve its true 
goal" It is also written to enable those of 
middle age and “for whom the shadows have 
just begun to lengthen” to be better fitted 
to meet old age when it overtakes them. 

Thé various chapter headings herein cited 
are suggestive of the exhaustless scientific 
method employed in getting at the concepts 
underlying his treatise: “The History of 
Old Age;” “Literature By and On the 
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Aged;” “Statistics of Old Ageand ItsCare;” 
“Medical Views and Treatment of Old 
Age;” “The Contributions of Biology and 
Physiology.” In “The Youth of Old Age” 
is developed the psychology involved at the 
turn of the tide of life. Special stress is laid 
upon the importance of work accomplished 
before and after forty. 

The functioning process of old minds with 
their possible good as well as evil influence 
upon world-wide questions of political and 
economic significance, is illustrative of many 
other paragraphs than the one cited. 


The World War was not primarily a young 
man’s war, for most of them were sent by their 
elders and met their death that the influence of 
the latter might be augmented. Men may be 
made senile by their years without growing wise. 
Thus the world is without true leaders in this hour 
of its greatest need till we wonder whether a few 
score funerals of those in power would not be our 
greatest boon. A psychological senility that 
neither learns nor forgets is always a menace and 
a check instead of being, as true old age should 
be, a guide in emergencies. Thus we have not 
grown old aright and are paralyzed by a wisdom 
that is obsolete or barnacled by prejudice. 


The thoughts which the earnest reader 
of this book will carry away is the necessity 
of a philosophical type of thinking which 
should pervade the solution of individual 
and national problems. Old age becomes 
philosophical in a masterly sense if the re- 
capitulatory processes of individual unfold- 
ment have been orderly and expressive. 
Hope for the orderly and wise administra- 
tion of life’s affairs rests upon the ability of 
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society to utilize the richness of individual 
consciousness which the changing years 
divest. All students of human nature will 
feel that this text is the gift of a mature 
mind to those who would struggle wisely to 
meet the problema of advancing age. 
Herpert W. Hess. 


'|Tuuurrr, Jossrs Р. Woodrow Wilson as 
I Know Him. Pp. xvi, 553. Price, 
$5.00. Garden City, New York: Double- 
day Page and Company, 1921. 


This is an enticing account in story form 
of the relations between Joseph P. Tumulty 
and his hero statesman, Woodrow Wilson. 
As a first hand account of many of the 


` stirring events of the past fifteen years this 


book is of inestimable value. Among the 
chapters of special historic interest are those 
devoted to: “Colonel Roosevelt and Gen- 
eral Wood;” “Wilson the Warrior;” ‘‘Ger- 
many Capitulates;” “The Treaty Fight;” 
“The Western Trip;" “Reservations.” The 
chapter that will live long is the one on 
“Wilson, The Human Being.” 

The historian of the future will no doubt 
give to Woodrow Wilson a rank as states- 
man equal to that of the greatest statesmen 
of all times. If this be done, then his oppo- 
nents must be pictured as bickering parti- 
sans, narrow of vision and uninformed as to 
the true economic and social forces at work 
in the modern world. This book will prove 
useful as a current portrayal of pertinent 
human facts and sentiments. 
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PREFACE 


HE Department of Industrial Research of the Wharton 
School of the University of Pennsylvania exists by the 
aid of the Carnegie Corporation and a number of interested 
individuals and firms. With the codperation of members of 
the Philadelphia Industrial Association and other members 
_of the industrial community, the Department seeks to give 
practical response to the need for local units for coórdinating 
industrial research in the more important centers of population. 
As such a unit it makes progressive studies that will rep- 
resent continuous cross-sections of one industrial community. 
These studies should in time contribute information of value 
to students of general economic and industrial problems. They 
may have value to the immediate community and to teachers 
of industrial subjects by supplying facts on which construc- 
tive programs may be based as well as by indicating com- 
munity conditions and tendencies. 

This account is submitted as a more extended statement of 
scope and purpose and as a preliminary discussion of one of 
the studies now in progress. This study has been made and 
the report prepared under the immediate direction of Miss 
Anne Bezanson. 

Josera Н. УУпалтв. 


164 


FOREWORD 


N publishing this study no claim is made for original methods 
or conclusions. For a decade industrial managers have rec- 
ognized the place of the analysis of labor turnover in their 
own plants; this study aims to show the still larger place for 
this control in a community labor market. Numerous inquir- 
ies from industrial educators, students, employment execu- 
tives and research associations influenced the department in 
presenting at once even an incomplete study with a statement 
of the research program. 

To all members of the Philadelphia Industrial Association 
indebtedness is acknowledged for coóperation in the various 
studies started throughout the year. For careful reporting in 
connection with this study especial obligation is acknowledged 
to a group of 25 firms, some of whose names are withheld, 
owing to the absence of several executives. Other firms co- 
operating are: Aberfoyle Manufacturing Company; American 
Pulley Company; Barrett Company; A. M. Collins Company; 
Chalfonte-Haddon Hall; Hess-Bright Manufacturing Com- 
pany; John T. Lewis & Brothers Company; Miller Lock Com- 
pany; New York Shipbuilding Corporation; Notaseme Hosiery 
Company; Fayette R. Plumb, Incorporated; Sears, Roebuck 
and Company; John B. Stetson Company; Stokes and Smith 
Company; United Gas Improvement Company; Westinghouse 
Electric & Manufacturing Company; S. S. White Dental Man- 
ufacturing Company. 


Individual credit is due to Mr. Paul Gendell and Mr. Ros- 
well Henninger, who have served as chairmen for the Research 
Committees. 

The Department is indebted to all members of the research 
staff, especially to Helen Opp and Elizabeth Lundy for com- 
putations; to Marjorie Crossingham, Harold Denison and 
Paula Zeisse in preparing charts and tables; for great aid in 
revising the manuscript to Miriam Hussey. 


ANNE BEZANSON. Josera WuLrrs. 
France CHALUFOUR. Lepa WHITE. 


165 2 


INTRODUCTION 


T the beginning of March, 1921, 
the Industrial Research Depart- 
ment‘at the University of Pennsyl- 
vania began active work. The initial 
organization was made possible by the 
coóperation of the Carnegie Corpora- 
tion. Especially encouraging was the 
understanding of Dr. J. R. Angell and 
Dr. Beardsley Ruml in foreseeing the 
growing need for definite coórdination 
between edueation,and industry in 
research work. Ш Philadelphia a 
small group of employers were inter- 
ested by reason of long contact with 
the Department of Industry of the 
University. There was, besides, the 
Philadelphia Industrial Association 
group, among whose members were 
plant executives and employment 
managers ready to voice the need for 
careful analysis of many matters fre- 
quently discussed in the past years of 
employment adjustments. The in- 
terest and advice of members of The 
Scott Company, notably that of Mr. 
L. B. Hopkins, was invaluable in the 
six months of planning preceding the 
actual starting of the Department. 


NEED ғов INDUSTRIAL RESEARCH 


The Industrial Research Depart- 
ment grew out of the need for careful 
study of some of the problems of per- 
sonnel—a need felt both by industrial 
concerns and educational institutions. 
For a decade before the War, many 
individual firms in widely scattered 
industrial centers, in the United States 
and Europe, had experimented with 
the centralization of certain functions 
relating to the selection, training, and 
follow-up of the employees. These 
activities tended to run to peaks 
according to the needs of the organiza- 
tion or the individual manager’s còn- 


ception of his obligation to his em- 
ployees. The war activity and the 
shortage of labor hastened the starting 
of new departments, ,which in the 
main tended to copy organization and 
methods as worked out by early ex- 
perimenters. During the War im- 
mediate matters of production were 
80 pressing that no time was available 
for detailed study, however valuable 
the conclusions might be in the long 
run. The very pressure of the war 
production situation had, however, 
stimulated discussion and furthered 
the pooling of information. Employ- 
ment Managers’ Associations were 
organized in local areas where execu- 
tives interested in labor problemis met 
-regularly to exchange experiences. 
Much of value and inspiration was 
brought out in these discussions. As 
time went on, however, there was 
needed some sifting of the worth of 
experiences, some analysis of the 
comparability of the conditions and 
methods, and some conclusions as to 
what things had been established by 
the cumulative experiences of every 
one. 

At the close of the War a different 
method of approach and a new type 
of experience was brought to the prob- 
lem by men connected with the work 
of the army. Psychologists, physi- 
cians, and prominent employment 
executives had together applied to the 
classification of army personnel meth- 

. 043 already tried out in industry. 
The new application brought changes 
and development in the old systems. 
A new technique resulted, new meth- 
ods and a broader understanding of 
the sdope of the problem pointed to 
the possibility of a wide use of some of 
the altered methods in industry. No 
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еп masse application of methods was 
possible. Everyone realized how dif- 
ferent was the problem of stability 
in an industrial plant. The army 
method of attack had to be modified 
and experiences checked until new 
and more complete data could be 
secured. Again came a new period of 
experimentation with more technical 
methods in a new phase of the problem 
—8 problem made unusually complex 
by the expansion of industry and the 
post-war adjustments. 

The need for authoritative data was 
equally apparent before further steps 
could be taken in the teaching of the 
technique of personnel. A very few 
courses in Employment Management 
were undertaken in University depart- 
ments. Short courses were started 
by the War Department and sup- 
plemented by longer courses in edu- 
cational institutions. These are still 
going on in coórdination with courses 
in industrial management with some 
attempt to train executives for per- 
sonnel positions. Materials available 
for such classes lacked the comprehen- 
Siveness necessary for clear presenta- 
tion. The limited sphere of usefulness 
of a great deal of personnel research 
engaged in at present, or in the past, 
is due to the isolated character of 
the data; isolated either because car- 
ried on by a single business house with 
emphasis upon too immediate findings, 
or because of a lack of effective co- 
ordination between its scientific as- 
pects and the practices and policies of 
business. Other difficulties arise from 
the separation of subjects in educa- 
tionalinstitutions. Personnel research 
involves the bringing together of the 
findings of science in many fields of 
study. "These sciences separated into 
departments on the basis of materials, 
for purposes of study and teathing, 
must in some way be united for inter- 
pretation of the complex factors found 
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in modern industrial relations. It was 
to meet the needs of both industrial 
and educational groups that Dr. Wil- 
lits for the University took the lead- 
ership in organizing a department to 
correlate more closely the work of 
education and industry. 


бсорв 


The scope of the Department can 
be as wide as are the ramifications 
of employees’ activities. Two ideals 
guide the Department in undertaking 
work. The first of these is to work 
intensively, confining the research 
studies to the area of the Philadelphia 
labor market. This limitation carries 
the Department into Delaware as far 
as Wilmington and its environs, across 
the river to Camden and Collingswood 
in New Jersey and into such manu- 
facturing parts of Pennsylvania as 
Chester, Reading, and Shamokin. The 
limitation of area should make possible 
a continuous contact with members as 
well as background of knowledge con- 
cerning community factors which are 
common to all concerns in influencing 
workers. It is this knowledge of the 
background of community factors that 
should in time make the work of the 
Department of greatest value. No- 
where before has there been an at- 
tempt, over a long period, to study 
seriously the problems of a single local 
market. Writers have said that, 
“the state of employment in certain 
trades is affected more by purely local 
variatiorts than by seasonal and cycli- 
cal fluctuations," or that, “even taking 
the labor market as a whole, the state 

.of employment varies as much from 
one city to another as it does from one 
season to another"! This would 
indicate the need for careful study 
within industrial communities. 

1 Smelzer, D. P., Unemployment and American 
Trade Unions, Johns Hopkins University 
Studies—Series X X XVII, No. 1, 1918, p. 25. 
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The second ideal in connection with 
. the development can be realized only 
in part, though it furnishes a yard- 
Stick to measure somewhat the De- 
partment's scope. As an Educational 
Research Department the material 
of most value in the long run is secured 
by the continuous reporting of data. 
This gives time for the standardi- 
zation of records and makes possible 
the elimination of seasonal factors as 
well as the comparison of results un- 
der different manufacturing conditions. 
It is unlikely that anyone could fore- 
see in а single tabulation allthe various 
comparisons which future inquiries 
will show to be of value. There will 
be available a body of data, similar in 
its circumstances of collection, which 
future students of industry can re- 
analyze in terms of new problems. 
From another point of view there is 
also an important limitation upon the 
scope of the Department. There will 
always be research problems of pri- 
mary interest to individusl firms. 
Some technical matters and questions 
concerning the raw products of an 
industry can be better studied in the 
firm itself. Thus the work of the 
Department supplements without in 
any way replacing research carried on 
in the plants. 

Even in personnel matters much 
data is necessary for information and 
for correlation with other records within 
the plant, although some of this is 
merely of short-run value. One might 
say that there are roughly three types 
of information and research: (1) Rec- 
ords kept purely for purposes of im- 
mediate information; for instance, if 
an employee is injured, someone 
must know what relative to notify. 
И а young person is hired, someone 
must know his age, purely as a matter 
of legal record. (2) Other material is 
- of more value for purposes of interpre- 

‚ tation. If this relates to the specific 
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industry, it might better be analyzed 
and studied in that industry. Some 
data may even be of technical value 
for the wider group represented by the 
trade. In such cases, no one would 
argue that material should be collected 
and remain unanalyzed. The bearing 
of the conclusions, however, will be 
definite enough in terms of the product 
to insure analysis and summarization 
by the plant or trade concerned. 
(8) There is a third class of facts which 
frequently become of value only in 
terms of community factors or of a 
large group of industrial establish- 
ments. Perhaps the problem of the 
shifting of employees from plant to 
plant is as good an illustration of this 
sort of problem asonecanfind. Within 
limits certain analysis can be made in 
each plant. Yet no plant exists unto 
itself. Its labor supply is affected by 
community, climatic and seasonal fac- 
tors. The data of a plant become 
valueble in so far as the concern can 
avail itself of the knowledge of the 
effect of these factors in other plants. 

Difficulty arises, however, whenever 
plants begin to compare with each 
other. Because for purposes of com- 
parison: data at each plant must 
have been collected and compiled in 
the same way; records must be con- 
tinued consecutively over a fairly 
long time; and occupational titles 
should be defined and used with 
& common connotation. To make 
occupational comparisons valuable, 
titles should be defined carefully and 
should be used in all plants in accord- 
ance with the descriptions agreed upon. 
For any such program, there is needed. 
a common clearing house. With any 
start of common definition for one 
study, it is quite possible to widen the 
studiessfor which such standardization 
can bé used effectively. 

It has been recognized for years 
that the most successful business men 
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are those who read correctly “the 
signs of the times” and determine 
policies on the basis of facts accurately 
collected and carefully analyzed. The 
more expert they become in foreseeing 
the immediate future by the immediate 
past and the more fortunate they are 
in discovering business principles that 
hold good in the long run, the more 
certain it is that they will attain suc- 
cess. What is only imperfectly recog- 
nized today, both by business men 
and by research organizations, is the 
practical importance of personnel sta- 
tistics continuously collected and sci- 
entifically analyzed on a scale too big 
to be handled by any one business 
firm.‘ 


Азм 


The aim of the Department із some- 
what anticipated by the statement of 
scope. Concretely, the Department 
of Industrial Research aims not only 
to study the factors of the Philadelphia 
labor market but to set up such stand- 
ards for the collection of personnel 
statistics as will make possible the 
continuous compilation of labor data 
in this community for such industrial 
facts аз experience shows to be of 
value in formulating a labor and pro- 
duction policy in the area. The 
matter of continuous reporting has 
already been stressed. During the 
past year the problem of unemploy- 
ment in Philadelphia was much dis- 
cussed. Each speaker, according to 
his temperament, guessed how many 
were out of work in the city. Had any 
organization been recording the num- 
ber on the payroll and the number of 
workers laid off there would have been 
some basis, although inadequate, upon 
which to base plans. ‘The Philadelphia 
community, notably the firms and 
educational institutions, should be 
dissatisfied with inadequate informa- 
tion for dealing with such a problem in 
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a new crisis. .An outstanding problem 
of this character will get attention 
from many agencies. The Depart- 
ment can assist mainly in supplying 
supplementary data collected and an- 
alyzed continuously. In the formula- 
tion of a labor policy it is recognized 
that there is no possibility of setting 
up & permanent inelastic program. 
The industrial relations problem is an 
ever-changing one. If ship carpenters 
are scarce, refusal to adjust wages 
will not carry employers far, though 
the wage may have been considered 
adequate in the past. If an industry 
is expanding, refusal to permit training, 
or inadequate methods in training, will 
create problems difficult to adjust. 
An open-minded experimental attitude 
toward production policies is needed, 
but open-mindedness alone never will 
insure just policies. The problems 
involved are in part technical. No 
amount of good intentions will prevent 
the formulation of an unsound wage 
policy. Decisions concerning indus- 
trial relations can only be made on 
the basis of economic training and 
knowledge of industrial facts. 

Despite this very ambitious distant 
program, outlined for the Industrial 
Research Department, the method of 
working involves taking one simple 
problem and continuing emphasis upon 
the study of that problem, until the 
group interested in that problem is 
large enough to be a typical statistical 
sample. 

Also the records must be compiled 
long enough to suggest the study most 
likely to yield the information missing 
for complete interpretation of the spe- 
cial factor being emphasized at the 
time. When a new study is added the 
old one will be continued. "There will 
thus be built up a series of studies re- 
lated to and growing out of each other. 
Each one will require more and more 
careful contact with the individual 


PART I = 


I—REASON FOR THE SELECTION OF THE LABOR TURNOVER 
STUDY 


L Labor Turnover a costly item, 171 — Necessity for plants to analyze labor 
mobility, even in time of depression, 171 — Need of uniform and continuous 
reporting, 172 — П. Reasons for leaving classified according to standard prac- 
tice, 172 — Sample method of reporting, 178 — III. Definitions of resignations, 
discharges, lay offs, 174 — List of classifled reasons for leaving, 174 — Why 
“avoidable” and “unavoidable” are not used, 176 — Formula used for the uni- 
form calculation of turnover, 176 — Annual basis preferable, 176 — Why exits are 
also analyzed by departments, occupations, length of service, age, 177 — De- 
scription of sheet used for recording of data, 179 — Value of quarterly and yearly 

^ reports, 179 — IV. Discussion of nine major reasons for resignations, 180 — 
Reasons show need of improvements in plant, 181 


NUMBER of factors influenced 

the Department in selecting Labor 
Turnover as its initial point of attack. 
In the first place it must be borne in 
mind that the Department was started 
in the deep trough of the depression . 
period. At a time when firms are 
scanning costs carefully the expense 
of the mobility of employees is not the 
most important item. In fact the 
quitting of an employee usually re- 
lieves someone in the organization 
from the unpleasant task of laying 
him or his fellow off. Capital and 
new orders are for the time being the 
important considerations. Inevitably 
emphasis must be turned to the scarcest 
factor in the business-situation. Since 
this is not labor, there will be a tend- 
ency to cut down the keeping of 
labor-department records, and the 
analysis of such data will seem of little 
interest. This management point of 
view is well expressed in the following 
quotation from the letter of an execu- 
tive in a very coóperative firm. : 


We have not been hiring anyone for 
almost two years and the folks leaving our 
employ do not leave because of any dis- 
satisfaction either on their part*or ours. 
The few that do leave our employ are 
fortunate enough to secure some other 


work that for the time being pays them 
better. This is not a true condition of 
affairs. In fact, I feel that all efforts of 
comparison at the present time are & waste 
of time and effort. 

When business has improved sufficiently 
so that industrial plants are building up 
and have cause to hold their present corps 
of workers, it is then that comparisons 
become valuable. If you could conserve 
your fund until it would meau something 
to industrial plants, I believe you would 
have a great many interested whom you 
could not interest today. 


Among the firms, then, there are 
wide gaps likely to occur in the record- 
ing of data during & depression and 
still wider omissions in the analysis 
of records. For two reasons this is 
unfortunate. First, from the broader 
point of view of the control of business 
depresgions, information will be lack- 
ing upon which to base a control policy. 
Second, and more important, from the 
point of view of the plant itself there 
will be no careful watching of the shift 
in stability as the industries begin to 
return to activity. For instance, the 
improved employment situation: in 
April of this year was reflected at once 
in every plant reporting in the group 
by a marked increase in turnover 
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among laborers. This occupational 
group alone accounted for the moving 
upward of the total turnover at a time 
when lay offs had become less of a 
factor. 

Conditions, then, inherent in the 
business situation, would have pointed 
to labor turnover as a subject likely 
to yield some information otherwise 
certain to be permanently lost. Be- 
sides it was important that a subject 
be chosen which was of interest to all 
plants. Even when plants have not 
been able to provide the careful inter- 
viewing and extra recording which is 
necessary to codperate directly in the 
turnover study there has been much 
interest in the comparisons of other 
firms. It was then not only a subject 
known to every one, but one in which 
group comparisons were undoubtedly 
of great value. 

From the point of view of research 
the interest of the firms in the sub- 
ject made possible regular and continu- 
ous monthly reporting. In any work 
where standardization is necessary for 
comparisons, records must be contin- 
ued for some time in order to make 
the adjustments necessary to secure 
uniform data. For this reason the 
early months and in fact the first 
year of work was really preliminary 
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despite the fact that much had been 
done in this field by previous investi- 
gators. 

Perhaps the most cogent reason for 
the selection of this particular study 
was the fact that it was one in which 
firms are concerned both with its 
immediate computation for returns, 
and with its long-run trends and 
tendencies in interpreting their own 
experience and in utilizing the experi- 
ence of others. Whenever attention 
is directed to long-run tendencies, the 
discussion of a study inevitably points 
to conclusions which cannot be drawn 
owing to paucity of data or inability 
to cover the field. Turnover in itself 
is in many cases a symptom, not a 
cause. For this reason the future of 
the Department will lead it to plough 
deeper into many of the problems now 
growing out of the turnover approach. 
It may be considered a tribute to the 
earnestness of the Philadelphia Indus- 
trial Association Group that at the 
end of the first year of research they 
were willing to undertake a study of 
the sources of labor supply which 
involves knowledge of the past training 
and experience of workmen with an 
honest attempt to discover what the 
workman is himself looking for as he 
moves from plant to plant. 


` TI—COLLECTION OF DATA 


The first step in a community study 
of labor turnover involved the issue 
of а bulletin of standard practice in 
classifying reasons for leaving. The 
Department does not claim credit for 
original methods in this grouping. 
Work already doneby individual plants, 
as well as by industrial students, had 
been codrdinated by The Scott Com- 
pany. To this, much was added hy 


their group of technically trained men 
and the results arranged in workable 
form in their Day Book Code. In 


"adapting this material to its needs the 


Department had the assistance of Mr. 
Donald Paterson, now of the Univer- 
sity of Minnesota. The heartiness 
with which the bulletin has been ac- 
cepted in Philadelphia and other areas, 
is due to Mr. Paterson’s experience in 
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avoiding overemphasis upon reasons 
of immediate importance at the ex- 
pense of those likely to appear with 
industrial recovery. 

Even now, no finality is claimed for 
the bulletin as here printed. Slight 
modifications have been made in it 
during the year and a half of use. 
Doubtless other students will modify 
parts of it still more. It has served to 
classify the records of twenty-five 
firms, representing widely different 
industries. The advantage of the 
bulletin has been that reports from 
plants were received in detail with an 
effort to retain as much as possible of 
the atmosphere of the shop. А group- 
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ing is made into general classes, at the 
same time that the shop detail is 
recorded in the computation, which 
goes to each firm. The more general 
classes are useful for comparisons with 
other plants. When groupings are 
made in one plant on the basis of its 
own experience, consideration is likely 
to be given to some factor important 
at the moment; no provision is usually 
made for new reasons. When this 
reason occurs it must either be classed 
under "miscellaneous" or occasion a 
wholly new grouping. 

A sample is here shown of the way 
in which raw material is reported to 
the Department: 


































CAUSES OF LEAVING 
ART- | Position | Date ATE 
Nae fest e. Него [ENTERED з RaasoN тов Leavina 
с м Janitor RD 
W. Thompson F Service 5-17-91 | 5-80-22 |L M. Accident—home burned 
cM RD Did not feel grinding 
J. рое... . . "F N V. 5-14-92 | 5-11-22 Г, М was his vocation. 
C M RD 
M. Smith .... Е Engine 5- 1-92 | 5-20-98 |L M. Inattentive to her work 
c M RD Mechanics could not 
L. Allen .. .. Е ux 4-18-22 | 5-20-22 |L М — get machine fixed 
C M RD 
B. Donnelly F “ Inspector | 3-30-22 | 5-25-22 |L М Better paying job 
C M RD 
F LM 

















These detailed reasons are grouped by the Department according to instruction 


printed in the following chapter. 


III—SUGGESTIONS FOR GREATER’ UNIFORMITY IN THE STUDY 
OF LABOR TURNOVER 


ANALYSIS OF REASONS FOR LEAYING 
1. Main Classifications ш 


There is no common understanding 
of the meaning of the terms “Resig- 


nation,” “Discharge,” “Laid Off,” 
in the various reports studied so far. 
For example the following classifica- 
tiong were found in a single report 
from one company: 

e 
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Inefficient —Discharge REASONS FOR LEAVING 

odi Bou Dita В. RESIGNATIONS Code No. 
Unsteady—Laid Of 1. Dissatisfaction with Wages. ..... 10 

К Specifio Reasons 

It'is proposed that all exits be classi- Batesio uar де 11 
fied о опе of the following three Earnings. ...... .. № 
grou “Resignation,” “Discharge,” Uncertainty of amount. .. 18 
and “Laid Of" " The classification of Method of computing . .. 14 


an exit into one of these three groups Method of pay. cs. ..... a8 
should be based on the following defini- 2. Dissatisfaction with Nature of Job or 


tions: Working Conditions .... . 20 
A resignation occurs whenever an Specific Reasons 
employee terminates his service with Work too hard ee heavy 21 
а company. E п dirty......... 22 
A discharge occurs whenever a com- a a BR ey nais HÀ 
: à wet. . 24 
pany terminates the services of an « u mok 
Y eee . 825 
employee because of some real or “ «ша, у... 28 
imagined fault of the employee. ae | c ES 27 
A lay off occurs whenever a com- 4. noisy ‚2... #8 
pany terminates the services of an "оо оЦу.... sees 99 
employee because of a lack of work. A codd Өө i 
(Note: A fourth group of “Miscel- Work causes too much nerve 
laneous Reasons » covering death, "BÜrülno.si юкер. 82 
injury, old age, etc., occur rarely. е! too much eye 
Such reasons are of little practical Poor i aps 
importance and can be classified under Unpleasant bol a x | | XR 
Resignations.) Unsatisfactory toilet facili- 
p E 86 
2. Minor Classifications Unsanitary conditions..... 87 
| Work unheslthful...... .. 88 
There is no standard list of the rea- Machines too high. . .... 39 
sons for leaving now in general use. 
Some companies use a very short list S. Dissatisfaction with Hours or Time af | 
and soon discover that many excep- Work. ue (pud . 40 
tional reasons occur that fall outside Speerfic Reasons 
the list. Other companies go to the Hours too long....... ... 4l 
extreme of using an unlimited number Hours too unhandy.... .. 42 
д Е Night work ... ....... 43 
of reasons and experience great diffi- Sindi wo be AI 
culty in attempting to compare the Seven days’ work.. ..... 45 
nature of the turnover in опе period Lost time. .... ... . .. 46 
with that of another period. Such Overtime ...... .. 47 
an unlimited list of reasons leads to 4, Dissatisfaction with Labor Policies 50 
unwieldy turnover reports. The fol- Specific В 
lowing list of reasons is proposed as ù онан Ы 
suitable compromise. This list yields “ e foreman dd 
definiteness in that practically all Unadjusted grievance . .. 53 
possible reasons can be readily classi- a rane ча нЕ refused 54 
fied. At the same time its major Е о chance to advance ... 55 
subdivisions are few enough to make NES нн threatened. e 
comparisons-easy and to keep periodic Desire for vacation or change 


turnover reports reasonably short. of work ...,........... 58 
ә 
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5. More | Áttraciive шеше Physically unadapted 112 
Elsewhere... .. 60 Incompetent. ..... . H8 
Specific Reasons Spoiling work 114 
To take job with better pay 61 _ 
To take job with better sire qM eas lk К... 
hours ..... 62 Cau. 
To take job with better Spocific Reasons 
future. a... 68 Me. ZEE 121 
for self. 64 Vives ten 122 
Ai go a boing i i . 65 Caught loafing or sleeping . 128 
To take former job  . . 66 Habitually absent. .. . 124 
To work at trade 67 Unreliable. ss . . 126 
To go to school. .. 68 НЫЙ РА 
б, 45 .. 89 1338, ee oe oe 
То Join Samy or tavy Chronic kicker.. . .. 199 
6. Community and Family Reasons 70 Disturber or trouble maker 180 
Specific Reasons Refused transfer. . ..  . 181 
Sickness in family А 71 Violation of rules . 182 
Needed at home... . . "72 Insubordination . 188 
Family moving . . . "8 Dishonesty ... . . . . 184 
Dislike of city... . . 74 Intoxication. . ; 135 
Dislike of climate . .. TS Immoral . . .  . 186 
Housing conditions . . . 76 Fighting. ... . 187 
Poor schools.. ... s т ТТА Ome 
Narrow acquaintances .. 78 : р PA 
Factory too far from home 79 1. d Conditions . ..... 140 
pecifio Reasons 
7. Personal Евазопз.... ... . 80 Industrial depression ... . 141 
Specific Reasons Cancellation of orders . 142 
Wanderlust. ... 81 Seasonal fluctuation 143 
To accompany а friend leav- Completion of temporary 
n TE a Work. ven ; 144 
Leaving UR 84 2. Manufacturing Condttions 
Матіаде........ . .. .. 85 Specific Reasons 
Leave of absence......... 86 Change in industrial proc- 
> CHIE зерне 151 
8. Physical Веавопз............. 90 Discontinuance of dep dt 
Specific Reasons : ment. . 159 
Superannuated or pensioned 91 Shortage of ЕТ 158 
Death, occupational causes 92 Breakdown.. ......... 154 
“ exterior 93 Strike or lockout ........ 155 


Tll-health due to factory 


In using the above list of reasons 
for leaving it is recommended that a 


factors. .... 95 record of the specific reason for the 

Injury from work 96 departure of each employee be kept. 
Injury from outside causes. 97 The tabilated turnover reports should 
Pregnancy ..... 99 then use the major headings as a mat- 

9. Reasons Unknown..... .. 100 ter of routine. In this way detailed 
Specific Reasons .data are always available for more 

No reason given 101 ` minute analysis if desirable. For ex- 

Left without final interview 102 ample, should a company’s report 

Quit without notice . — .. 108 show an unusually large number of 
Hired but feed torepórt Р 102 resignations because of reason 20 

D. DiscuanoES : (dissatisfaction with nature of job 
1. Discharged for Incompetency.. 110 and working conditions), it would be a 
Specific Reasons simple matter to iP show an additional 
Worker is slow.......... 111 report that would show exactly what 


s 
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specific working conditions were re- 
sponsible for the situation. 

This recommendation is based on 
the principle that labor turnover 
studies should primarily reveal general 
tendencies with emphasis on details 
only when the details seem to be im- 
portant. 

No attempt has been made to clas- 
sify reasons for leaving as “avoidable” 
or “unavoidable.” Experience has 
shown such classifications to be un- 
satisfactory and in some cases mis- 
leading. It is difficult to classify any 
particular case of turnover as avoid- 
able or unavoidable. А particular 
discharge may be unavoidable at the 
moment, yet discharges are clearly 
avoidable in the majority of cases, for 
they represent an error in selection 
and placement by the employment 
department, inadequate training or 
upgrading of the employee in his job 
or the lack of effective leadership in 
managing him. Yet some companies 
classify discharges as unavoidable 
while other companies classify dis- 
charges as avoidable. Such lack of 
uniformity makes it difficult to inter- 
pret the turnover reports issued by 
different plants. 

Again, a ten per cent lay off because 
of seasonal fluctuation of the business 
may for the moment be unavoidable. 
Had a different sales policy been in 
effect or perhaps had a manufacturing- 
to-stock policy or a manufacturing of 
a _side-line product policy been in 
effect, it is possible that no such lay 
offs would have been necessary. 

Ill-health and sickness are classified 
by some firns as unavoidable. Ex- 
perience has shown tbat it ts possible 
to cut down a certain amount of turn- 
over for such reasons through medical 
examination, medical advice, first aid, 
nursing service and campaigns of edu: 
cation in hygiene and right living. 

Even such a limited consideration of 
“avoidable” and “unavoidable” rea- 
sons „indicates the impossibility of 
making such classification with even a 


fair amount of accuracy. For this 


reason an effort is here abandoned ‘and 


Ф 


& procedure is recommended that will 
give vniform results from one company 
to another if the simple definitions of 
“resignation,” “discharge” and “laid 
off” are adhered to. 

The purpose of the classification 
here proposed is to bring about greater 
uniformity in labor turnover studies 
in order that one company may know 
how its turnover problem at one period 
compares with that of another period. 


CCMPUTATION OF LABOR TURNOVER 


The lack of uniformity in classifying 
reasons is paralleled by a similar lack 
of uniformity in methods of computing 
labcr turnover. Without discussing 
the merits of the various methods it 
is proposed that the following method 
oi computation be adopted. State 
labor turnover in the form of the per- 
centage of the number of terminations 
of employment to the average force 
ca the payroll during the year. For 
example, if the average force on the 
payroll during a year is 50 and the 
number of terminations during the 
vear is 50, the turnover for the year 
is 100%. 
terminations (50) is divided by the 
average force (50). The result is a 
percentage figure of 100. 

This method recognizes the necessity 
for expressing labor turnover by a 
figure that reflects not only the sig- 
nificance of changes from the point of 
view of cost to the employer but also 
from the point of view of cost to the 
publie andi theemployee. This method 
gives a general picture of the turnover 
situation as a whole. 

It must be recognized that a labor 
turnover percentage in itself gives only 
a vague idea of labor fluctuation. It 
needs to be broken down so as to show 
the “Resignation Turnover Per Cent,” 
the "Discharge Turnover Per Cent" 
and the “Lay Off Turnover Per Cent." 
Indeed it may even be desirable to 
show turnover percentages for various 
specific groups of reasons. By such 
& procedure the nature of the turnover 
=з well as the amount of turnover is 
revealed. 


That is, the number of’ 


м 
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REDUCING ALL TURNOVER PERCENT- 
AGES TO A Common Basis 


Labor turnover reports may be 
issted weekly, monthly, quarterly, 
semi-annually. Within a given com- 
pany all of these reports might be 
issued as a matter of routine. If all 
such reports reduce the turnover per- 
centage to a yearly basis it is evident 
that the amount of turnover for a 
week, a month or a quarter, may then 
be directly compared. 

The procedure for reducing the 
turnover for a given period to an an- 
nual basis is as follows: 

1. Weekly figures. The number of 
terminations occurring during the week 
is multiplied by 5% to show how many 
terminations would occur during a 
year if the number of terminations 
were to continue at the same rate. 
Dividing this number by the average 
payroll for the week gives the desired 
turnover percentages on an annual 
basis. 

9. Monthly figures. If the figures 
cover terminations for a four-week 
period then you multiply the number 
of terminations by 13 to get the num- 
ber that would occur during a year at 
the same rate. If the figures cover a 
five-week period then multiply by 10.4, 
because five weeks go into the 52 weeks 
in a year ten and four-tenths times. 
If a calendar month is used multiply 
by twelve. Dividing this number by 
the average payroll for the month 
gives the turnover on & yearly basis. 
The average payroll for the month is 
found by adding the number on the 
payroll at the beginning of the month 
and at the end of the month and then 
dividing by 2. 

8. Quarterly figures. The figures 
should cover а 18 week period (made 
up of two four-week and one five- 
week periods). The number of termi- 
nations during the 18 week period is 
multiplied by four to get the number 
that would occur in a year’s time. 
This is then divided by the average 
payroll for the quarter (7.e. the average 
of the three average monthly pay- 
rolls 

18 
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ANALYSIS OF TURNOVER BY 
DEPARTMENTS 


Ordinarily, turnover by depart- 
ments should be analyzed to the extent 
of showing the amount of turnover for 
each department and the reasons for 
leaving each department. In this 
way the departments їп which the turn- 
over is most heavily concentrated are 
automatically pointed out. The tabu- 
lation of the reasons for leaving each 
department shows immediately what . 
caused the excessive turnover in those 
departments. 

To carry forward this analysis as a 
routine matter- implies the existence 
of figures showing the number of em- 
ployees on the payroll by departments 
as well as a record showing the depart- 
ment in which each exit was employed 
and the reason for the departure of 
each exit. 


ANALYSIS OF TURNOVER BY OccUPa- 
TIONS OR CRAFTS 


If the occupations in the company 
have been carefully classified and 
arranged in a workable Occupational 
Index, it is then possible to carry 
forward an analysis of turnover by 
occupations. Here again the purpose 
is to identify those occupations in 
which labor turnover is excessive. 
The reasons for leaving each occupa- 
tional group should also be tabulated 
so that the cause of excessive turnover 
in any occupational group may readily 
be determined. 

Such occupational analyses become 
unwieldy unless all similar occupations 
have been grouped together in an 
index. With an index listing twenty 
or thirty major occupational groups 
it is & simple matter to carry forward 
the number of employees in each of 
these groups to tabulate the number 
of exits from each group and to record 
the reason for leaving. Occupational 
analyses of this sort are of unusual 
value because of the relation of wages 
to occupations and because competi- 
tion for labor on the part of other 
firms is usually a competition by crafts. 

It is unfortunate for purposes of the 
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coóperative study of turnover in a 
given industry or in a given com- 
munity that there is no standard 
occupational index in existence. The 
nearest approach is the “Trade Speci- 
fications and Index of Professions and 
Trades in the Army” issued by the 
War Department on March 21, 1918. 
It is doubtful whether the companies 
coóperating in these labor turnover 
studies would gain much by the use of 
the Army Index. The coóperating 
companies represent many different 
industries so that relatively few occu- 
pations are common to them all or 
even to a small number. For this 
reason the occupational index would 
be & very lengthy and bulky affair, 
only & small part of the index being 
applicable to any particular company. 

The situation seems to demand a 
separate occupational index for each 
company. Since many companies do 
not have a systematized classification 
of their jobs at present it is recom- 
mended that each company should 
prepare an index for itself. This 
index with the turnover record should 
be submitted to the Industrial Re- 
search Department to facilitate occu- 
pational turnover analyses for each 
company. 


ANALYSIS OF TURNOVER вх LENGTH 
ОЕ SERVICE 

Itis important to study turnover in 
relation to length of service to deter- 
mine whether turnover is excessive 
among new employed or whether it is 
excessive among any other length of 
service group. "Turnover for & com- 
pany as & whole may be relatively 
small and yet an excessive ‘turnover 
may exist among some particular 
^ length of service group. То defi- 


nitely measure turnover in relation to, 


length of service is ordinarily difficult, 
for it involves & periodic inventory of 
the length of service of employees on 
the job. This type of analysis has 
rarely been made. 

'The usual procedure and the pro- 
cedure here recommended for routine 
turnover reports consists in recording 


the length of service of each exit, 
ари абра the distribution of the 
length of service of exit in such a way 
as tc compare the length of service of 


those exits who resign, are discharged 
or laid off. 


ÅNALYSIS OF TURNOVER BY Аав 
A record of the age of each exit will 


pernit the Research Department to ` 


stucy important relationships between 
age and sex, and turnover in certain 
occupations. l'or example, & very 
definite and important relationship 
has been found by some companies 
between age and stability of common 
laborers. It will take considerable 
research work to discover how uni- 
versal such relationships are—each 
company can make a real contribution 
to these studies by furnishing the 
necessary age and occupational data 
about each exit. 


TURNOVER ву EDUCATION, NATIONAL- 
ITY, DEPENDENTS AND MARITAL 
Srarus 


No question of turnover is of greater 
іпгосгізпсе than the relation of edu- 
calicn to occupational satisfaction. 
A few experimental studies give much 

romise. Unless the education record 
is carefully procured, conclusiong will 
be misleading. It is necessary to 
know the age at which the exit left 
schcol as well as the grade attained. 
The accumulation of data concerning 
the education, nationality, dependents, 
eic., of each exit from the various 
ecóperating companies wil in time 
permit the Research Department to 
make studies of the relationship be- 
tween turnover and these various 
factors. At the present time there is 
ouch speculation and numerous opin- 
ions concerning the effect of these 
factors on turnover, but little actual 
knowledge is available. Results from 
the reporting of such detailed data 
could, he secured only after a consid- 
erable time. It is believed, however, 
chat study of these factors will yield 
results that will, in the long run, 


wien i re UN 


—— 


А Srupy in Глвов Мовилту . 179 


more than repay the codperating mem- 
bers for the expense involved in sub- 
mitting to the Department such data 
concerning each exit. 


Summary or Data TO BE SUBMITTED 
ву CoórERATING MEMBERS 


The following data should be sub- 
mitted monthly to the Department by 
each of the companies coóperating in 
the study of labor turnover: 

1. Departmental Labor Inventory. This 
is a list of the departments show- 
ing the number of employees on 
each departmental payroll on the 
first day of the month. : 

2. Ocoupational Labor Inventory. This 
is a list of the major occupations 
showing the number of employees 
in each major occupation on the 
first day of the month. 

3. Data Concerning Exits. This is a 
list of all exits during the preced- 
ing month showing for each exit 
the department, occupation, spe- 
cific reason for leaving, length of 
service, age and sex. 


The Department will issue record 
sheets that will facilitate the recording 
of data. То save space on the record 
sheet and to reduce the clerical work 
involved in entering the data it is 
necessary to print on the record sheet 
itself certain items that only need to 
be circled in making an entry. The 


items are as follows: 
Age:— Blank space for entry of date of 
birth 


Race and Sex:—Letters М and Е 
printed on record sheet. Circle M 
in case of male and F in case of 
female exit. Colored will be indi- 
cated by circling C as well as male 
and female. 

Length of Service:—Two spaces pro-. 
vided for the date of entrance and’ 
date of leaving, showing the total 
length of service of the employee. 

Reason for Leaving:—Letters В, D, 
L, M. printed on record. Спее R 
for resignations, D for discharges, 
L for laid off, M for miscellaneous. 


apa for entering the specific reason 


К 
"ү 


forleaving. See “Reasons for Leav- 
ing" list. Circling the letter for 
items is insufficient. А detailed 
reason should also be given. 

Department:—Space for entering the 
name of the department being left 
by the exit. 

Occupation:—Space for entering the 
name of the occupation the person 
is leaving. These names to be fur- 
nished by each company for its own 
list of occupations. 


Reports то COÖPERATING COMPANIES 
BY THE DEPARTMENT 


The chief value of an elaborate 
turnover report lies in the discovery of 
trends and tendencies that need cor- 
rection. Monthly reports are apt to 
reflect momentary conditions that are 
&bsent in subsequent months. 'The 
short weekly and monthly reports 
usually compiled within & company 
reveal these momentary conditions to 
a sufficient extent for all immediate 


purposes, | 

Detailed turnover reports that will 
disclose important trends and tenden- 
cies need to cover a number of months. 
It is probable that semi-annual reports 
will best serve this purpose. 

Such semi-annual reports will in- 
clude an analysis of changes in the 
amount, nature and causes of turnover 
from month to month. In this way 
those conditions that exist in only 
one or two months will be concen- 
trated with the more important trends 
that show up for a number of months. 

The Department will tabulate the 
turnover figures from each company at 
the end of each month and at the end 
of each three months’ period will pre- 
pare a special report. The special 
quarterly report for any company will 
concern itself, of course, with the turn- 
over figures for that company alone. 

In this way each company will re- 
ceive a direct service from the Depart- 
ment relative to its own turnover 
figures. At the same time the Depart- 
ment will be able to render a more 
general service by supplying all the 
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companies those general facts and 
relationships that are discovered from 
time to time and such comparisons as 
are at all useful and comparable. 

A form covering the items already 


discussed is supplied to firms. This is 
printed in the appendix. In a few 
cases a more detailed form is used by 
the plant, equipped to give such in- 
formation. (See exhibit Nos. 1 and 2.) 


IV—DISCUSSION OF GROUPING OF MAJOR CLASSIFICATIONS 


SIGNIFICANCE oF МАІХ DIVISIONS AND 
Mason Reasons or TURNOVER 


Nine major reasons will be found 
under Resignations: 

(1) Dissatisfaction with wages. 

(2) Dissatisfaction with nature of job 

or working conditions. 

(8) Dissatisfaction with hours or time of 

work. 

(4) Dissatisfaction with Labor Policies. 

(5) More attractive opportunities else- 

where. 

(6) Community and family reasons. 

(7) Personal reasons. 

(8) Physical reasons. 

(9) Reason unknown. 

The first four groups show roughly 
the relation of the employee to his 
own plant, the fifth deals with the 
employee in his relation to other plants, 
the sixth and seventh attempt to dis- 
tinguish between social and personal 
reasons. ‘This latter classification is 
significant mainly in the industries 
employing women, since a large item 
in the “personal” group is due to res- 
ignations of women “to be married." 
The “unknown” does not in most 
cases represent poor statistical герогі- 
ing, but comprises rather the cases of 
employees who quit, giving such an 
indefinite reason that no one can dis- 
tinguish between the primary cause 
and general dissatisfaction due to 
many circumstances. 

Frequently questions arise concern- 
ing the reliability of reasons given to 
the interviewer of an employer. It is 
true that a worker rarely resigns fer 


any one reason, his decision to leave is 
often influenced by a series of previous 
occurrences. Even at the time he 
leaves, secondary reasons are often 
given. The interviewer is forced to 
judge the circumstances that seem to 
be of most influence, by his knowledge 
of the character of the foreman, by his 
previous contact with the worker, or by 
difficulties in connection with produc- 
tion or earnings at the time. In a 
large number of exits the secondary 
reason for one employee will appear 
as primary for another. Over a long 
period the reasons causing most dif- 
ficulty should appear. The reasons 
given throughout this report are those 
secured by the interviewer at the plant 
reporting. It would be desirable to 
check certain reasons by personal 
interviewing after the employee has 
left the plant. For instance, when 
such interviewing is possible the “work 
elsewhere” group changes somewhat. 
But little work has been done in check- 
ing, nor would it be easy to do such 
work later. Besides many of the 
reasons would still be far from exact. 
As will be pointed out later, there are 
rough checks in the figures themselves. 
Again, many reasons are too subtle to 
appear directly. For instance, rela- 
tions between education and occupa- 
tional satisfaction, between age and 
stability, between promotion and skill, 
etc., myst be arrived at indirectly. 
Such a reason as "lacks confidence" 
often should be checked with the 
education and past experience of 


ne MM 


A бтору гм Lasor Мовилту 


the worker—these more subtle causes 
being unknown to either worker or 
recorder. 

To show that it is possible to get 
complaints that pertain to the work 
and the management, an analysis is 
here given of the detailed reasons, 
grouped under “Working Conditions” 
and “Labor Policy" at a textile plant, 
during 1921. From the reasons one 
might infer that the firm was operating 
with poor building and equipment. 
Tt is, in fact, a well conducted, modern 
plant, one of the best in the trade. 
Despite good lay-out there still re- 
mains the question of routing of work 
and the inter-relation of production 
as work advances through the shop, 
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all of which affect the satisfaction and 
stability of employees. 

Could anyone read over the list of 
reasons without realizing how closely 
related are matters of industrial organi- 
zation to employees’ stability, in spite 
of the fact that some of the specific 
names of operations have been elim- 
inated to prevent identification? One 
wonders what was the occupation and 
length of service of the one hundred 
and twenty-two persons who “dis- 
liked the work.” These queries can 
be answered from the figures; there 
still remains the unanswered question 
of just what occasioned the dislike. 
In this case the employment manager 
does especially well in interviewing. 


WORKING CONDITIONS AND LABOR POLICY 








Reasons rog LEAVING 





Disliked work . .. . 
Dissatisfied . 
Work too hard..... 


Machines 
Wanted different machine .. . 1 
Poor machine...... ... Tu Rats 4 
Machine trouble "a 1 
Dissatisfied with machine  . 18 


Routing of Work 

Place had too much system . 

Disliked system ...... . .. T 

Had to wait toolongfor work . .. 

Work too different... .. 

Objected to having work examined . 

Changed machines too often 

Wanted two machines ..... ..... 

Disliked running three machines 

Wanted steady work on uniform 
product... ies rd pinnaa wae’ 


на 0 rm н | n рю ы 
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Type of Work 
Wanted small work.... .. 
Wanted different work .. 
Wanted coarse work... 
Work too fine.. ..... er abe 
Work too hard on eyes .... .. .. 





Reasons FOR LEAVING Torau 





Work too hard on hands 
Wanted home work.. .. 
Changed to different work . 
Wanted only the best work . 
Wanted time work.. . . 
Could not get used to points 
Dissatisfied with wool work 
Too much lint.... ..... 


эз ока кы уч Ot HO) o 


Individual Preferences 
Disliked partner, ...., 
Disliked surroundings. . 
Disliked large work room. . 
Indoor work too confining 
Too many steps to climb р 
Did not know what she wanted 
Never satisfied—fourth trial 





[m 


Difficulty wtf Foreman or Rules 
Dissatisfied with demotion . . . 2 
Dissatisfied with foreman or fore- 
woman, 7 
*Reprimanded for being lasy and left 1 
Toobigforjob. . . 1 
Dissatisfied with being docked when 
absent for no good reason .. . 1 
Disliked rules ... А 1 
Broke rules—did not report . js 1 


„GRAND TOTAL. о Vu cese 
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He is not satisfied to write down ab- 
- stract reasons, but, instead, is keeping 
2 record of value to the production 
manager and foremen in correcting 
difficulties. Unfortunately the records 
of many employment departments are 
useful merely in keeping & file clerk 
busy. Aslong as personnel executives 
are willing to write down “ dissatisfied, 
resigned, left," etc., with no further 
comment, they are not getting far in 
codrdinating their work with the em- 
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ployee nor are they securing informa- 
tion worth the expense of recording. 
Up to this point the study has dealt 
with the organization and scope of the 
Department; methods of collection 
and standardization have been dis- 
cussed. The last part of the study 
will be concerned with production 
conditions in the area and with a 
comparison of percentage rates and 


_causes of turnover in public and pri- 


vate employments. 


PART H 


I—PRODUCTION CONDITIONS 


I. Tendency of business movements in 1921, 188 — Turnover periods break in 
similar way, 188 — Movements inverse in 1921, similar in 1922, 188 — Contrast 
of men’s and women’s employment, 184 — Spotty character of production condi- 
tions in firms reporting, 184 — II. Firms fall into two groups for turnover percent- 
age. First group goes upward to May, downward to December. Second groups 
follow each other with high turnover in summer, 188 — General tendency of lay 
off curve to follow total turnover curve, 190 — Summary description of charts П, 
ІП, IV, V, and VI, 190 — Quarterly variations follow monthly, 190 — Difficulty 
of classifying each main division of exit under its proper reason, 190 — Tendency 
to like movements found in period, 196 — Too much stress should not be put on 
voluntary character of resignations, 197 — Lay offs at separate plants, 197 — 
Many unanswered questions in connection with effect of lay offs, 197 — Dis- 
charges due to lack of skill, or connected with discipline, 199 — Opposite forces 
affect discharges in times of lay offs, 200 — Relation of resignations to lay offs, 
900. — IV. Wost important major reasons under resignations, 200 — Wage 
problems may differ although turnover under them be similar, 205 — Percentage 
under working conditions run parallel with type of manufacturing, 205 — Work 
elsewhere most important for further study, 206 — Home duties are important 
in firms employing women, 209 — Personal reasons mainly marriage, 209 — 
Physical reasons range from 2.1 per cent up to 13.4 per cent, 209 — V. Length of 
service of exits according to firms 1, 3, 6, 8, 10, 24, 210 — Why larger number of 
exits have shortest length of service, 210 — Factors involved in summary com- 
parison of turnover in ten firms, 217 — Description of Chart XIII, 217 — VII. 
Public and Private Employment. Analysis of Chart XIII, 217 — Resignations 
differ widely. Discharge rates very similar, 991 — Conclusions, 928 — Less 
floating than is usually believed, 228 — Necessity for coürdination of education 
and research, 225. 


EFORE considering the produc- 
tion conditions of plants in this 
area it is well to recall the general tend- 
ency of business movements during 
1921. Professor Charles J. Bullock 
in the Review of Economic Statistics! 
summarizes thus: 

For the United States the year 1921 
naturally divides into two periods, which 
were, respectively, of five and seven months’ 
duration. From January to May the 
forces making for general liquidation had 
the upper hand, and commodity prices and 
business activity steadily declined. Im- 
provement was indeed taking place in in- 
dustries which had been the earliest to 
liquidate; but the general trend wat down- 
ward, although st a perceptibly dimifiishing 
rate. This period marked the end of the 
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wave of general liquidation which broke in 
the spring of 1920, and constituted the last 
phase of the business cycle which began 
early in 1919. In June the second period 
opened with an upward turn of commodity 
priees and business activity, which by 
August had brought substantial recovery 
from the trough of the depression. The 
fall months saw further improvement, 
although somewhat less than the seasonal 
amount; and then, with the approach of 
winter, came a normal slackening of trade 
and industry. 


It will be seen in chapter three of 
this part of the study that Labor turn- 
over was divided into periods of much 
the same duration, the high point of 
turnover falling in the April and May 
months. 

A description of the production 
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conditions of separate plants is under- 
taken to show the general spotty 
character of manufacturing conditions. 
Wherever comparisons are later made 
in rates of turnover, this difference in 
production conditions should be re- 
called. Another consideration may 
well be borne in mind, when firms 
employing women are being compared 
with so-called men’s industries. In 
the Philadelphia area there has been 
developed what, for the time being, 
might be considered a chronic condi- 
tion of unemployment in the men’s in- 
dustries. ‘The war production brought 
shipyards, electric supply houses, man- 
ufacture of turbine engines and many 
subsidiary metal trades. These indus- 
tries have been dying out throughout 
the year. On the other hand, a 
number of women’s industries have 
been developing during the same pe- 
riod: clothing, hosiery, mail-order and 
foreign-trading firms and a number 
of similar large industries employing 
women. During the year 1921, when 
the men’s industries were either closed 
completely or working half time, it was 
almost as difficult to secure a supply 
of women’s labor as it was at any time 
during the War. This situation must 
be taken into account when consid- 
ering unemployment or labor turnover 
for plants employing both men and 
women. 


NUMBER or EMPLOYEÐS on PAYROLL 


Certain general deductions may be 
made, however, concernimg manu- 
facturing conditions by considering 
the number of employees on the pay- 
roll. Yet, when interpreting business 
conditions from such data, it must be 
borne in mind that other factors count 
in determining the actual production 
of the area. First, there was a growth 
of new enterprises, perhaps the most 
characteristic development of the past 
year. Some of this movemenpf is 
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reflected in the reasons for leaving 
plants, as will be seen later in the study, 
where attention is given to the occu- 
pations from which men resigned, 
giving as a reason, “‘to start in busi- 
ness for themselves.” Another factor 
worth notice, though it must not be 
exaggerated, is the increase in the 
efficiency of employees. There are 
firms who report a uniform production 
despite a 40 per cent decrease in their 
payroll. This would indicate that, 
in certain cases, the amount of pro- 
duction has not fallen off in any way 
comparable with the decrease in num- 
ber on the payroll. 

During the year 1921, production 
conditions varied at the different plants 
in the research group. Firms No. 2 
and No. 24 increased steadily; firm 
No. 1 was stationary; No. 9 showed a 
steady but little marked decrease; 
Nos. 4, 8, and 15 fluctuated, especially 
during the summer months; Nos. 6, | 
7 and 11 decreased spectacularly. 

Chart I on page 185 illustrates the 
wide difference in production as shown 
by the index of number employed. 
The curve for firm No. 1 follows the 
base line closely, that for No. 2 moves 
gradually upward, increases no more 
than five per cent in any one month, 
yet maintains a two to three per cent 
regular monthly increase. Firm No. 
11 shows not only the effect of the 
depression, but also the result of a 
post-war adjustment. 


Firms Number 2 and Number 24 


Firms No. 2 and 24 belong to a 
textile group; the one makes а special- 
ized finished product, while the other 
manufactures a staple grade of cloth. 
Firm No. 2 grew very gradually, the 
number of employees on the payroll 
increasing throughout the early 
months of 1922 in about the same ratio 
as that of the months of the year 1921. 
Firm No. 24 had an increase compa- . 
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rable to the development of many con- 
cerns during the War. The number 
on the payroll more than doubled 
between January and April, trebled 
by June, quadrupled by September, 
and continued to increase until No- 
vember. Since that time there has 
been a steady movement downward, 
until by March, 1922, the number of 
employees is about equal to the num- 
ber at work in May, 1921. Firm No. 
24 bas thus had the problem of hiring 
a large number of people at one time 
and depending for their supply upon 
persons trained in other plants of the 
same type in the nearby area. This 
rapid increase, as well as the labor con- 
ditions of that industry, is reflected in 
the rapidly mounting turnover per- 
centage considered later in this study. 
Both these industries employ women. 
The one is primarily a women’s indus- 
try, employing about ten per cent of 
men, whereas, in the other, women 
constitute roughly about fifty per cent 
of the total number. 


Firm Number 1 


The average number of employees 
on the payroll varied little in the above 
firm throughout the year 1921. The 
greatest number employed was in 
August, though the total variation of 
the year was less than two per cent. 
The year 1922 starts with a greater 
drop. February is 2.7 per cent and 
March is 3.9 per cent below June, the 
low point of 1921. When one com- 
pares men and women, there.is a more 
striking difference; the number of 
women employed has decreased stead- 
ily month by month from June, 1921, 
to March, 1992. Even during the 
summer months, when the number of 
men on the payroll increased, there 
was a continuous decrease in the num- 
ber of women employed. Throughout 
the period from May to December, 
the number on the payroll did not vary 
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from month to month more than 1.8 
per cent. Though the year 1922 
started with slightly less stationary 
conditions, there has been a drop of 
about 1.5 per cent each month since 
December, 1921. Recovery took place 
in May and in still greater degree 
in June. The net result of the slight 
monthly variations for this whole 
period of eighteen months is a fluctua- 
tion of ten per cent. 


Firm Number 8 

Firm No. 3 is a high grade specialty 
manufacturing company. New em- 
ployees were not added during 1921. 
After a considerable lay off in February 
the number employed decreased slowly 
about three per cent from month to 
month throughout 1921 and the early 
months of 192%, mainly through failure 
to replace resignations. 


Firms Number 4, Number 8 and 
Number 15 


Firms No. 4, 8 and 15 represent 
wholly different types of finished 
products. They are comparable, how- 
ever, in the fact that chemical prob- 
lems determine the production control. 
The care of labor is affected by condi- 
tions growing out of the use of gases 
as well as by some of the wet opera- 
tions commonly found in the industries 
using chemicals. 

In firm No. 4 the number on the 
payroll increased from January to 
May, 1921. A slight drop in June 
was followed by an increase in July. 
During the rest of the year there was 
a considerable downward movement 
in the curve, though the year ended 
with a larger number of employees 
than was found on the roll at the be- 
ginning. 1922 shows a wholly dif- 
ferent.production situation. Activity 
begam in certain occupations in the 
month of February. Business since 
then has made possible a reinstatement 
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of employees averaging 12 per cent 
monthly. The eighteen months end 
with one and one-half times as many 
employees on the payroll as in Jan- 
uary, 1921. 

Though the changes are within a 
very narrow range, firm No. 15 varies 
from month to month more than any 
other plant considered in the group. 
There is a downward point in the curve 
in March, July and December, 1921. 
The lowest point is that of July. The 
points above the base line are in Jan- 
uary, April, June and October. De- 
spite this upward and downward 
movement, there is only an average 
variation of about ten per cent in the 
number of people employed, the low 
point being, as already stated, in 
July, the corresponding high point in 
October. The whole of the year 1922 
shows a continuous increase acceler- 
ated in the past three months. The 
revival of business conditions in this 
as in other plants is indicated by the 
fact that the period here considered 
ends with twenty per cent more em- 
ployed than at the beginning—an 
increase which is largely the gain of 
the last five months. 


Firms Number 6, Number 7, Number 
10 and Number 11 


These firms belong to the metal 
group. Firm No. 7 makes a large 
product, constructed wholly to order. 
It would be impossible to undertake 
any manufacture directly, except for 
actual specifications. Firm No. 11 
makes a large proportion of order 
work, but supplies in addition stand- 
ard products of world wide use and 
sale. Firm No. 6 makes a product 
sold only to manufacturers. Between 
January and September, 1921, firm 
No. 6 was reduced almost by half and 
since November there has ben a 
slight increase, most of which took 
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place in March, 1922. Firm No. 7 has 
had to reduce both absolutely and 
relatively more than any other of the 
firms cited. By August, 1921, half 
the number of employees at work in 
January had been dropped from the 
rol. By March, 1922 there were 
one fourth as many persons at work 
as there were at the beginning of the 
year 1921. The greatest decreases 
were lay offs of July and August. If 
one were to contrast the two firms of 
the most different production condi- 
tions it would be represented by firms 
No. 7 and 24. No. 24 increased by 
leaps and bounds, firm No. 7 decreased 
in much the same way and in similar 
proportions. Firm No. 11 ended the 
quarter January-March, 1922 with 
about half the number of persons at 
work employed in January, 1921. 
The greatest decreases of the year were 
in August and September. It thus 
lags a few months in this decrease 
behind firm No. 7, for which it sup- 
plies a necessary auxiliary product. 
Its ratio of decrease has been about 
one half of that of firm No. 7. The 
last firm to be considered in this group 
isNo.10. The difficulty of production 
in the first half year of 1921 caused a 
drop in the number of employees of 
almosttwo-thirds. Productionreadjust- 
ments and the development of the last 
months haveincreased the payroll above 
the normal pre-war production point. 
The present condition of firms who 
joined after the middle of the year 1921 
is omitted from special description, 
since the period covered is too short 
to make generalization possible. 
. Detailed figures are nowhere given 
to bring out the general spotty char- 
acter of manufacture. It will, there- 
fore, be important wherever com- 
parisons are later made in rates of 
turnover, to review carefully these 
differences in production conditions. 
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II—COMPARISON OF ANNUAL TURNOVER RATES 


Attention has just been directed to 
the marked differences in production 
conditions in the various firms report- 
ing. Four firms had heavy lay offs 
during the year, but as they occurred 
at different times no significance can 
beattached to a comparison of monthly 
total turnover percentages, except 
perhaps to furnish a partial description 
of one phase of this depression. Since, 
however, such comparisons are cur- 
rently made the figures are given in 
Table 1 in the appendix. It may be 
noted, in passing, that No. 1, a firm of 
low turnover and stationary employ- 
ment, had its higher rates of turnover 
in January and May of 1921; by Jan- 
uary, 1922, the rate was again high as 
contrasted with the last six months of 
1921 with a similar drop in the months 
following. Firm No. 2, with an in- 
creasing payroll, had its high rate in 
March of 1921, and again in April of 
1922; later months of 19% drop back 
to normal. 

Other comparisons will be discussed 
in connection with the relation be- 
tween total turnover percentages and 
turnover percentages omitting lay 
offs. When the lay offs are subtracted, 
some striking resemblances appear in 
the general movement of turnover. 
Table 1 on the opposite page shows the 
turnover less lay offs. The firms 
considered fall into two groups. In 
the first group, which includes all but 
three firms, the turnover im 1921 was 
upward from January to April, and 
downward with slight variations, until 
the end of the year, when the upward 
movement, which continues until 
May of 1922, began again. The three 
firms excluded above resemble each 
other though they differ from the 
larger group. 'The highest turnover 
for these firms occurs in the summer 
and early fall months. я 


Considered individually, firm №. 1 
increased until May and June and 
decreased until December. In Jan- 
uary, 1922, the rate was almost double 
that of any month in the last part of 
1921. Firm No. 2 increased until 
March of 1921, and decreased each 
month from that time until April and 
May of this year. Firm No. 6, a 
small plant of normally low turnover 
reached its highest point in May, 1921. 
The highest rate for firm No. 7 appears 
in April and May of 1921. From that 
time each month shows a lowered 
turnover until 1922 when the exits 
began to move upward until a new 
high point was reached in April and 
May, 1922. Apri and November 
range highest for firm No. 10. For 
this concern the turnover increased in 
March, 1922 and continued to rise 
still higher in April and May of this 
year. Ina like way firm No. 11 shows 
a high point in March, 1921. It re- 
sembles the others in that it contin- 
ued to decrease throughout 1921, but 
differs in that it has remained low dur- 
ing 1922. April, May and June were 
high turnover months for firm No. 24. 
'The movement was downward during 
the rest of the year. 

Let us now consider the smaller 
group of three firms which did not 
follow the general movement. Firm 
No. 4 shows a very striking difference 
in turnover during the summer months 
of 1921. The rate in July, August and 
September, with August as a central 
high peak, was almost double that of 
the other months of the year. It may 
be noted here that this firm has fol- 
lowed the larger group, already dis- 
cussed, in its increased rate during 
Maroh and April, 192%. April as 
well’ as September and October, were 
high months for firm No. 8. In 1922 
it increased during March and April. 
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Firm No. 16 really falls between the 
two groups. It has a high rate in 
April and again in October, 1921. 
Despite the fact that it is a firm of low 
average turnover, it has followed other 
firms in the increase of March and 
April this year. 

In considering the turnover with 
lay offs omitted, the likeness in direc- 
tion of movement is more striking than 
the differences. Whether community 
influences, market conditions or sea- 
sonal factors are to be considered 
dominant in shaping this likeness, can 
be determined only after longer study. 

Four separate charts are presented 
on the adjoining page for individual 
firms showing the relation of the turn- 
over percentage when figured with and 
without lay offs. Lest anyone mis- 
take the figures here given for monthly 
percentages, statement of the method 
of computation is repeated. Every- 
where throughout this study calcula- 
tions are made on an annual basis, the 
method being: 


If the figures cover terminations for 
a four-week period, multiply the 
number of terminations by 18 to 
the number that would occur durmg 
the year at the same rate. If the 
figures cover a five-week period mul- 
tiply by 10.4 because five weeks go 
into the 52 weeks in a year ten and 
four-tenths times. If a calendar 
month is used multiply by twelve. 
Dividing this number by the average 
payroll for the month gives the turn- 
over on a yearly basis. 


The tendency of the two curves to 
follow each other is very marked in 
the case of firms No. 1 and 2. Firm 


11 has three periods of lay offs. In’ 


the first period, resignations followed 
lay offs closely, in the later period the 
correspondence is less marked. There 
is a general tendency for the curve of 
firm No. 8 to follow the total turnover 
curve. The lay -off curve follows-the 
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high points of the total curve in April, 
August and September, and again in 
March and April, 1922. The move- 
ment is in the opposite direction in 
October and November. Charts of 
Turnover Percentage Less Lay Offs 
are shown for seven groups of firms. 
(Charts 11 and IV on pages 192 
and 198). А combined chart for ten 
plants offers an opportunity to contrast 
the separate firms with the group. 
Summarizing, one may say that in 
the early months of 1921 the tendency 
of turnover was upward, reaching its 
highest point in the individual firms 
in the late weeks of March or in the 
month o? April The general down- 
ward movement from then until De- 
cember is very striking. All curves 
soared during the early months of the 
year. June figures indicate that the 
trend is again downward. Charts 
V and VI show the relation between the 
total turnover and turnover less lay 
offs for the firms shown in Chart I. 


QUARTERLY TURNOVER 


The querterly turnover shows more 
clearly the similarities already noted. 
Firms No. 2 and No. 11 are the only 
ones in the first group where the April 
to June quarter is not the maximum 
percentage. Each of these firms had a 
high rate in March, which placed the 
average in the first quarter. Firms 
No. 4, No 8 and No. 15 fall in the 
group with its highest rate in the sum- 
mer. Four and fifteen have high 
points in the July to September quar- 
ter. The variation from quarter to 
quarter is not great in firm No. 8 and 
the turnover of the April to June 
quarter is accounted for by the way in 
which resignations followed lay offs in 
April. 

In 1922 the general tendency for the 
April. to June quarter is in the direc- 
tion of higher less lay off rates. The 
period eovered is not long enough for 
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TABLE 2—TunNoven Less Lay Orrs—PERCENTAGER 
January, 1921 to June, 1992 


























1921 QUARTERS 1992 QUARTERS 
Етвм NUMBER 
Jan—March| April-June | July-Sept. | Oct-Dec. || Jan—March | April-June 

1 16 8 26 6 18 4 88 18 9 16 8 
g 69 7 48 6 43 0 33 9 81 8 46 3 
3 18 8 80 8 20 0 98 10 9 18 9 
4 25 6 818 60 8 30 2 36 6 79 9 
6 20 4 25 9 05 94 91 8 45 
7 57 1 75 5 50 8 37 0 57 8 83 4 
8 48 4 44 0 39 6 41% 47 0 140 0 
9 218 G4 1 165 9 
10 84 0 50 9 47 0 19 4 58 6 140 7 
1 94 9 66 1 55 0 33 1 81 0 58 1 
12 70 5 92 9 
14 А 27 2 89 6 
15. 99 19 0 24 + £18 23 9 128 1 
10 120 7a 88 1 121 8 
17 33 4 68 7 47 6 
18 189 2 289 2 
19 10 8 23 2 
21 76 2 179 7 
94 110 2 222 2 181 8 19€ 1 | 160 4 207 5 














* Figures for November and December only 


any one to say with confidence that 
turnover curves for firms differing 
widely in nature of work, character of 
men, and ideals of management will 


tend to move synchronously over & 
more extended period. For the 
months corsidered, a tendency to like 
movement :s undoubted. 


III—MAIN DIVISIONS OF TURNOVER 


RESIGNATIONS, DISCHARGES AND 
Lay Orrs 


The main divisions into which turn- 
over is commonly grouped are Resia- 
NATIONS, DiscHanRGEs and Lay Orrs. 
All exits made voluntarily by the em- ` 
ployee are classified under resigna- 
tions. Even with the greatest care in 
recording, it is likely that some items 
in this classification are voluntary only 
in appearance. A worker hearing of 
a general lay off may resign to aveid 


being included in the group, or, having 
broken some rule, may anticipate a dis- 
charge. Frequently a worker resigns 
because he was transferred to a job 
which he regarded as unpleasant. It 
would be impossible to separate cases 
such as the latter from discharges. 
Again the family may be forced to 
move because other members have 
secured, work at a distance. The 
resignation "to move with the family” 
may be the result of slack work in the 
area which affected home life, while 
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the plant from which the exit resigned 
has not actually been affected. All 
these qualifications should be con- 
sidered whenever anyone stresses the 
voluntary character of turnover. 


„ 


Lay Orrs 


Since, owing to the depression situa- 
tion, lay offs affected industrial morale 
most, that group will be considered 
first, even though it had not the high- 
est coefficient in the main divisions of 
turnover. In the reporting of turn- 
over it would be very desirable if some 
subdivision could be secured under 
“laid off." Lay offs due to business 
conditions include cancellation of 
orders, seasonal fluctuations, tem- 
porary work and the series of factors 
commonly lumped under “industrial 
depression.” Very different is the 
group of specific reasons relating to 
manufacturing conditions, such as: 
changes in industrial processes, dis- 
continuance of whole departments, 
breakdowns in equipment, shortage of 
materials and strikes and lockouts. 
All these are now being reported as 
“lay offs,” “slack,” or “no work," 
with no specific statement of reason. 
In time more detailed analysis under 
this heading should be possible. A 
start has been made this year. From 
a few firms, careful reasons were se- 
cured. No analysis is given of such 
detail as it is specific in only a small 
number of cases. 

The significant lay offs were in the 
metal and iron working products. 
Textiles and clothing were fairly 
steady, while chemicals fluctuated 
without any long period of inactivity. 

Firm No. 2 was highest in March, 
1921 and April, 1922. The latter 
“lay off” was halted by the strikes 
in the New England textile regions, 
which diverted orders to this market. 
No. 4 had its heaviest lay offs in Oc- 
tober, while No. 6 started to lay off 
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in March. Three higher lay off peaks 
occur in April, June and August. 
The year for this organization was 
thus characterized by lay offs at inter- 
vals of two months, until October when 
the industry began to revive. The 
lay off of firm No. 7 ranged from 16 
per cent in February, the lowest month 
of the year, to 408 per cent in August. 
Five months of 1991 and one month 
of 1992 were above 100 per cent of 
turnover for lay offs alone. No.8 and 
No. 10 were highest in April, No. 11 
in August, and No. 15 in November. 
Firm No. 24 did not begin any con- 
siderable lay offs until the end of the 
year, when a sudden change in style 
affected the likelibood of the move- 
ment of finished stock on hand. Con- 
sidered by themselves, the lay offs 
present only unrelated phenomena, 
useful in describing the down wave of 
the depression in this area, but not 
especially useful in interpreting turn- 
over. It is only when the lay offs are 


‚ considered in relation to resignations 


and discharges that the comparison 
becomes important. 


“Lay Orrs" пч Вегаттом TO RESIG- 
NATIONS AND DISCHARGES 


Do men hold onto their jobs in a 
lay off period? Do they try to antic- 
ipate lay offs, or do they become 
restless and look about for other posi- 
tions after a heavy lay off? Is it the 
best men who hold onto their jobs or 
is there a gradual melting away of an 
organization during the long drawn 
out downward swing of business ac- 
tivity? These are questions worth 
asking in the light of the correspond- 
ence of high peaks of resignations with 
high peaks of lay offs. The answer 
cannot be deduced from the figures. 
Attention would be necessary to the 
workers left on the roll as well as to 
those who departed. It may be that 
the likenesses here found would not 
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occur in a more stable period. When 
all industries are unstable and espe- 
cially when part-time is being worked, 
it is possible that the cause operating 
is really slack work which shows itself 
in resignations. It may be that there 
is & permanent connection between, 
resignations and discharges. Occa- 
sionally there is reported a resignation 
because a friend or relative has been 
discharged. The importance of such 
relationships can be discovered only 
when data are available covering a 
sufficient period to make possible 
correlations between reasons. 

The monthly turnover for Lay Offs 
by firms is given in Table 2 in the 
appendix; similar figures for Resigna- 
tions are shown in Table No. 8 on 
page 198. 


DISCHARGES 


The percentage of men discharged 
monthly is not significant for the small 


firms. The whole discharge turnover 
of one firm is made up of seventeen 
men dropped in April, whereas no more 
than two men were discharged in any 
other month in the year. Quarterly 
rates are, therefore, given instead of 
monthly comparisons. In a period of 
lay offs, it would be likely for the dis- 
charge rates to rise since inexperienced 
workers and infringement of rules of 
discipline would be less leniently dealt 
with. At the same time there is an 
opportunity to drop incompetent work- 
ers among the persons laid off, thus 
tending to lower the turnover for dis- 


_ charges. 


The discharge rates of turnover by 
firms quarterly were as shown in table 
No. 4 below. 

It will be seen that there is no uni- 
formity among firms in the quarter in 
which the high rate falls. Firms No. 
2, 10 and 24 have the highest dis- 
charge rates in the months when the 


TABLE 4—Discuareu Turnover PERCENTAGES 
January, 1921 to June, 1922 























1921 QUARTERS 1922 QUARTERS 
Евм Момвив 
Jan.-March| April-June | July-Sept. A Jan.-March | April-June 

+ Р 0.6 07 1.0 0.8 41 2.1 
g 117 5.4 10.2 88 5.9 75 
3. 4 8 09 88 1.0 1 5* 3.2 
4 8.9 59 13 0 40 6 6 11.8 
6.. 83 32 44 00 00 2.15 
7 12 4 11 4 45 19 46 59 
8. 19 8 14 0 10 8 46 16 9 25 5 
9. К > Е ид 21 0 280 ^ 
10. 20 17 50 18 9 17 2 45.5 
llis 21 2 12 1 68 26 17 7.0 
12. Mages ei. byes А 19 7 18 5 
14 .. гл NE T xe es 41 18.29 
15... Pis 4.4 24 61 46 60 59 
16. deca dot na 82 8b 27 7 46.3 
iT 8 4^ 118 6.5 
18 . od 26 8 25.4 
18.5 02s Р e 11 40 
9l. ^s я "T uds "c v d ЕР 77 4.0 
ОА 10 7 20 7 30 5 18 2 15 8 12.1 








* February and March, 1922. 
+ November and December, 1921. 
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payroll was being increased most 
rapidly. It would be very desirable 
to be able to distinguish discharges 
owing to inability to learn the work or 
incompetence after the work is learned, 
from discharges due to socially unde- 
sirable qualities or to infraction of 
rules. While employment managers 
report in general terms, "unreliable," 
“dissatisfaction,” ete., it will be impos- 
sible to separate discharges sufficiently 
to distinguish between disciplinary 
reasons, and reasons connected with 
training and skill. 

Particular attention is called to the 
low discharge rate. In interpreting 


the table bear in mind that the com- ` 


putation is on an annual basis. Note 
that in the case of almost half the 
firms the.annual discharge rate is 
below five per cent, showing in firms 
where selection and training are well 
conducted how very low the number of 
dismissals can be kept. Two firms in 
this group each employ 3,500 to 4,000 
employees, others have smaller pay- 
rolls. Even a firm that is increasing 
its payroll is clearly out of step with 
others when its discharge rate soars 
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above an annual percentage of fifteen. 
Of ccurse, if discharges were the usual 
instead of an occasional occurrence in 
departments, workmen would not 
show the humiliation that they do 
when a discharge occurs. This point 
needs to be emphasized because of the 
surprise expressed by non-business 
audiences wherever the work of the 
department was discussed. In’ chap- 
ter VII of this part of the study Chart 
No. XIII (see page 219) is shown com- 
paring the turnover of public and pri- 
vate employment. The closeness with 
which these curves approximate each 
other was a matter -of surprise to in- 
vestigators especially in view of the 
differences in the coefficient of turn- 
over for resignations in the two groups. 
More striking is the difference in 
length of service of discharges. It 
would seem as if the one department 
with high turnover in publie employ- 
ment used discharge as a means of 
selection whereas in private industries, 
discharges in so far as one can go 
by the reasons assigned, were more 
closely related to the character of the 
worker. 


IV—RESIGNATIONS 


Because of the importance of vol- 
untary exits more attention has been 
given by the Department to securing 
accuracy in the reporting and classi- 
fication of major reasons under resig- 
nations than to the other two main 
divisions. From the resignation turn- 
over percentages given monthly in 
Table 3, printed above, it will be seen 
that the demarcation of firms into 
those with their highest rate of the 
year in the spring months, and those 
with the highest rate in the summer and 
early fall months, was a division de- 
pendent upon resignations. In the 


quarterly Table No. 5, printed on 
page 202, the high points of the spring 
months, as earlier noted in the dis- 
cussion of turnover less lay offs, appear 
far more clearly than in the monthly 
turnover figures of Table 8, page 198. 
This would be inevitable unless dis- 
charges had been high enough to 
outweigh the influences making for 
uniformity in the resignations of em- 
ployees from plants. 


Resianations Ву Mason Reasons 
Analysis of resignations by major 
reasons shows some interesting con- 
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TABLE 5—RxsiGNATION TURNOVER PERCENTAGES 
January, 1921 to June, 1922 





























1921 QUARTERS 1922 QUARTERS 
Fimm NUMBER KE E 
Jan.-March| April-June | July-Sept. | Oct-Dec. al Jan.-March | April-June 
1. 16.2 25 9 12.4 75 14.8 14 2 
2. 58 0 48 2 32.8 25 6 25 9 ' 888 
8. 15 5 29 9 16 2 88 94 15 0 
4. 21.7 25 9 538 28 2 80 0 674 
6. 12 1 922 7 21 94 9.1 4.3 
7. 44 7 64 1 45 8 85 1 58.9 81 6 
8 29 1 80 0 98 8 36 6 30.1 114 5 
9. Д Я 9.8 43.1 187.9 
10.. 820 49 2 49 0 80 5 414 105 2 
Il. ws 78 54 0 48.2 80 5 29.8 40 1 
на 50 8 74 4 
ОЕТ $ EE NUS 23 1 76 4 
15.. 55 166 18 8 17 2 17.9 122 2 
16.. 87 9* 60 4 76 1 
и. 95.0% 57.4 41 1 
18. А 162 9 218 8 
19. è 9.2 19 2 
21. "Em SES c ee 68 5 171 8 
24 99.5 195 5 151 8 107 9 145 1 195 4 





* November and December, 1921. 


trasts among firms. The nine major 
reasons already discussed in the section 
on standardization are the result of 
the breaking up of the coefficient of 
resignations. 

For the year 1921, two tables are 
here given, grouping the percentages 
of exits for the whole year under the 
main divisions of turnover and sub- 
dividing resignations into major rea- 
30 13. 

Since these tables are perhaps the 
most important and most significant 
of the study, both arrangements of 


the data are shown in the following 
tables, purely for purposes of compari- 
son between the different groups. 

As already stated, much care must 
be used in drawing conclusions in this 
period. In the first place, the study 
was not undertaken until the middle 
of the depression. There is, therefore, 
no data to show the relation between 
lay offs and resignations in the period 
before workers became demoralized 
by the uncertainty of the continuance 
of employment. Also it is possible 
that in the beginning of a lay off 


Chart VII is a bar diagram of the percentage of exits by main divisions in nineteen firms. It covers 
the first two quarters of 1922. The shifting of all bars to the right in the second quarter of 1922 
shows the increase in turnover in all plants, a shift which is accounted for by the increase in resigna- 
tions, as shown in the light shaded area. The chart brings out in a striking way the change in busi- 
ness conditions in the past six months. The heavy black eross-hatching in the bar diagram indicates 
lay offs. By the second quarter of 1922, these black areas, in most firms, either disappear or are 
markedly shortened. Resignations thus made up for the smaller number of lay offs, and brought 
the total turnover well above that of the first quarter. Analysis of occupations shows that the 
increase in turnover in this quarter was occasioned mainly by mobility in the “laborer” group. 


TABLE 6—AnnuaL TURNOVER PERCENTAGE* 


By Major Reasons: 1921—Eleven Firms 


JANUARY TO DECEMBER 





Reason 
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* 4, e., Percentage of the average number of total employees calculated on an annual basis. 
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_ period before wages have been lowered 
materially positions are more worth 
holding and, therefore, workers are 
not as ready to hunt about for other 
work as in a later period when there 
is little information concerning the 
rate of earning elsewhere. Besides, 
the number on the payroll fails to 
take account of the fact that many 
firms are working part-time and em- 
ployees resign from a job where the 
earnings are really low and irregular. 
Much then that is considered under 
the heading of voluntary resignations 
is really due to shortage of work and 
is different, in degree only, from the 
actual “lay offs” for slackness of work. 
This will appear in the following treat- 
ment dealing with turnover percentage 
by major reasons. 

By referring to Table 5, in the per- 
centage of major reasons, it will be 
seen that the actual turnover of firms 


varies from 22.0 per cent in the case- 


of firm No. 1, to 188 per cent in the 
case of firm No. 94. In the second 
arrangement of this data in Table 6, 
these percentages are considered as 100 
in order to bring out more clearly the 
proportion of the percentage that falls 
under each detail. 

Under “Wages”? are grouped all 
cases of exits due to dissatisfaction 
with wages or with earnings, com- 
plaints concerning uncertainty of the 
amount to be paid, as well as dis- 
approval of the method of computing 
pay or of actually paying off. Looking 
at the table, it will be seen that firms 
No. 10 and No. 24 have about one- 
fifth of their exits in the item “Wages.” 
Despite the likeness in percentage, the 
wage problem is very different at the 
two places. The one is a piece work 
industry, where operations aredepend- 
ent upon the sequence of preceding 
operations. In the language of the 
shop, workers leave because they “Can 
not make out.” This may mean that 


$05 


the employee has not stayed long 
enough to get up an adequate rate of 
piecework speed, or it may mean that 
there are delays in the routing of work. 
Whenever such delay continues over 
a period long enough to affect the total 
weekly earnings, the turnover is af- 
fected, despite the fact that the plant 
is paying a rate well above the going 
rate. At the other concern the prob-. 
lem is more definitely related to the 
handling of small orders and the gen- 
eral market rate. In this period of 
manufacture there has been much 
working to contract on small orders, 
which had to be run through to keep 
equipment busy. This variety of 
work makes delays. 

The heading summarized “ Working 
Conditions" comprises all cases of 
dissatisfaction with the nature of the 
job or with conditions of work. "This 
would include not only cases of wet or 
heavy or dusty or dangerous work, 
but also cases concerning eye strain, 
machines unadjusted in height and 
unpleasant odors or poisonous fumes. 
'This wil account for the two firms, 
which show high turnover for working 
conditions, despite a very slight com- 
plaint about wages. 

There is little complaint about hours 
at any of the plants. Occasionally a 
resignation occurs because of night 
work, more rarely because of overtime. 

Under “Labor Policy" are grouped, 
not only strikes and unadjusted griev- 
ances, but also dislike of the foreman 
and inalfility to вее an opportunity for 
advancement. The heading used for 
brevity is somewhat misleading since 
all exits for causes relatéd to industrial 
organization and management are 
classed in this way. It is not easy to 
separate the vague objections to work- 
ing conditions from those due to refusal 
of transfer or to inability of the firm to 
plan work in such a way that the 
preferences and attainments of certain 
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employees will be taken account of. 
Even with all these difficulties of 
classification it is encouraging to see 
that the percentages under working 
conditions do run parallel with the 
type of manufacture. Firms No. 4 
and No. 15 were earlier grouped as 
having some turnover factors different 
from others in the group. These are 
plants dealing with chemicals. This 
involves gas fumes and more or less 
sloppy work. In firm No. 24 there is 
one humid department though it can 
not be said that turnover under this 
item is determined by this department. 
Many complaints under “Labor Policy” 
are really questions of sequence of 
operations and are, therefore, related 
to earnings. 

As already stated, “Work Else- 
where” is concerned with the relation 
of the employee to other plants. It 
includes exits from the plants wherever 
a definite statement is made that the 
employee goes to another firm for 
better pay, or advancement, or is 
going into business for himself. Among 
the younger workers, are found those 
leaving to go to school, to learn a trade 
or to attend classes of any sort. 

“Work Elsewhere” covers up pride, 
reticence and many excuses. It will 
take a five year reporting of exits to 
discover how much of the reasons 
that fall under this heading really refer 
to the scale of promotion and how 
many are related to dissatisfaction 
with factory work or with surround- 
ings. There is certain to ё consid- 
erable relation between items consid- 
ered earlier as dissatisfaction with 
wages, and ‘perhaps some relation 
between “Working Conditions,” and 
this group. Since there is no certainty 
concerning the demarcation, the five 
items already considered under major 

1 Fifty-one employees left in the later months 


of 1921 specifically “to go into business, for 
themselves " 
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reasons are grouped in the summary as 
reasons connected with the job, in dis- 
tinction from social and physical · 
reasons, now to be considered. Some 
items vnder “Work Elsewhere" show 
a desire of employees to attain higher 
standing in the trade. To illustrate 
this, detailed reasons under this item 
are given for a hosiery industry making 
& non-fashioned product. Whatever 
methods of personnel employed at this 
concern, the fact will remain that full- 
fashioned hosiery stands high in the 
estimation of the buyer and of the 
trade; some of this estimation attaches 
to operation. It is inevitable that in 
a slack period some full-fashioned 
workers take nofi-fashioned work. 
Their return to their own trade ac- 
counts for some of the items listed 
below: 
Reason кон Laavina — 1921 


Work elsewhere 
Job elsewhere .. . 
Better position... . .... . ... IB 
Forme- position. .;.... . .. wav 8 
Sent for by former employer .. . . 

Back to full fashioned. ...... .... В 
To full fashioned looping... ...... 
To learn full fashioned trade . 

To Bell Telephone Co.... .. 

To take up nursing.... . 

To enter convent .. 

Returned to school. 

Going into business . 

To be governess . 


It wil be noticed that over 16 per 
cent (eighteen persons) of the em- 
ployees in this classification left to 
enter the full-fashioned trade. It is 
impossible to say how many more 
in the items “former positions” and 
“better positions" were actually going 
to full Zashioned plants. This reason 
for shifting is of course well under- 
stood in the trade and does not prevent 
the hiring of such experienced workers 
when a rush is felt. 
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Under “Community and Family” 
reasons are such items as: sickness in 
family, needed at home, housing con- 
ditions, lack of acquaintances, and 
distance of the factory from the work- 
er's home. These are reasons which 
in special cases may be pressing enough 
to demand attention by the firm, but 
which in the long run really are matters 
of community interest. This item is 
highest in firms No. 2 and No. 24, 
which are firms with the largest pro- 
portion of women and especially mar- 
ried women, where the item “sickness 
in family" and "needed at home” 
bulk large. 

Personal reasons are primarily mar- 
riage. A few come under wanderlust; 
"leaving the city" accounts for the 
personal items at No. 11, where no 
women are employed and the 7.9 per 
cent under personal reasons is wholly 
made up of 224 men who left the city. 
Occasionally leave of absence, to ac- 
company a friend, or to visit relatives 
appears under personal items. It will 


readily be seen that in such a case 
men are merely anticipating a lay off, 
and the voluntary or personal char- 
acter of their departure should not be 
overemphasized. 

Under “physical reasons” it has 
been impossible to separate ill-health 
due to factory work from ill-health due 
to other causes. In fact, while the 
reporting has been thoroughly de- 
tailed, there are no sub-classifications, 
which can be studied under this head- 
ing. For two reasons, death has been 
included in this group, though it 
technically may not be considered a 
resignation. It was amusing to find 
two of the plants classifying death 
under "dissatisfied." In the first 
place, the percentage of exits due to 
deaths in most organizations is very 
small. In the second place pure acci- 
dent determines whether the person 
will be listed by the company as ill or 
dead. If by chance death occurs 
before the weekly clearing of the pay- 
roll, the death will be reported on the 


TABLE 8—Grovp or Егкукм Fims Toran Turnover or Exrrs* 
Major Reasons for Leaving 


























1921 1922 
January to DECEMBER JANUARY TO JUNE 

кина Total Total 

Turnover Job Sotial Life Turnover Job Social Life 

Percentage | Percentage 
1 22 0 6 84 98 218 76 69 
2 59 8 11 6 217 $3 4 113 18 4 
8 85 7 74 2 18 6 58 47 
4 63 6 18 8 13 9 68 9 84 2 171 
6 65 5 95 81 99 9 111 55 6 
7 145 0 10 9 78 130 0 20 0 64 
8 95 7 16 6 61 105 8 35 5 69 
10 140 1 98 9 84 128 8 89 5 26 5 
11 110 8 $85 0 18 5 59 7 94 3 78 
15 415 11.9 28 92 9 66 9 81 
24 183 0 94 1 ES $7 9 209 6 116 8 46 7 








2 Resignations have been broken up into reasons connected with the job and reasons connected with 
social life. The unknown reasons should be added in*order to secure the total resignations given 


jn Table 6. 
15 
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company’s record, whereas if death 
occurs several days later, the initial 
cause of leaving, or sickness, will be 
given. It will be seen that physical 
reasons range from 2.1 per cent in 
firms No. 6, No. 10 and No. 15 to 13.4 
in firm No. 4. Taking the table with 
percentages on а 100 per cent basis 
and grouping resignations into reasons 
connected with the job and reasons 
connected with health and social life, 
one finds the percentages in Table 10. 

Charts VIII and IX show major 
reasons for turnover for the year 1921 
and 1992. The contrast between the 
six firms is very striking. Last year 
firm No. 2 had practically an equal 
distribution of exits among all causes 
with the exception of the wage division, 


V—LENGTH 


The distribution of the length of 
service of exits gives some of the most 
important facts in connection with this 
study. The following tables show not 
only the percentage of total exits in 
each length of service group but also 
the distribution of that percentage 
among “resignations,” “discharges” 
and “lay offs.” 

As already stated firms No. 1, No. 8 
and No. 6 were not hiring employees 
and, therefore, had no workers in short 
service groups. Firm No. 24 quad- 
rupled its employees during the year. 
In considering No. 24 it must*be borne 
in mind that the number of employees 
on the payroll were more than doubled 
between January and March, 1921. 
It is evident that in such a period of 
rapid rise, any firm experiences its 
greatest turnover among new employ- 
ees who do not stay long enough to 
become acquainted with the plant or 
the processes. The stream of en- 
trances and exits during the first week 
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where few complaints fall, a condition 
quite different from that of No. 94. 
A great proportion of the employees 
of firm No. 1 leave to take “work else- 
where,” a factor which is important 
also in the turnover of No. $ and No. 8. 

In the first six months of 1922 firm 
No. 2 showed a trend similar to that of 
1921, the subdivisions were practically 
even with the exception of the almost 
negligible wage group and a decrease 
in the “unknown.” Firm No. 94 
suffered from irregularities in wages 
and lost many workers because of 
opportunities to work elsewhere. The 
latter cause affected No. 11 heavily 
while working conditions in No. 15 
caused the loss of a large proportion 
of employees. 


OF SERVICE 


of service makes a difficult problem 
in rapidly increasing a force. This is 
particularly likely to be true where a 
plant is surrounded, as is this one, by 
plants of similar type competing both 
in matters of labor supply and wages. 
Even with this growth it is clear that 
to have 78 per cent of a firm’s exits 
with a duration of continuous service 
of less than three months, is a costly 
item that would repay expenditure 
for training and careful follow-up. 
Firm No. 8 retains employees during 
the early months, but loses an ab- 
normally high number in the second 
and third months of service. 

The most salient single fact in the 
comparison of length of service by main 
reasons is the recurrence of high resig- 
nation percentages in the same length 
of service period in which are found 
high lay offs. In the case of No. 1 and 
No. 10 this occurs in the “over 2 years 
group;” for Nos. 2, 8 and 24 in the 
“one and under three months” service 
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group. In the case of firms No. 8 and 
No. 24 exits are negligible among em- 
ployees who have served a year or 
more. The even distribution of resig- 
nations among all service groups in 
firm No. 2 is unusual and needs atten- 
tion in the case of employees who have 
served six months or more. 

The accompanying chart contrasts 
the experiences of firms. It will be 
seen that there is more variation in 
respect to the experiences of compa- 
nies in this comparison than in any 
other made in this study. 

It would be easy to misinterpret 


length of service figures by failing to 
take into account the continuity of 
employment among employees who 
remain at work. Besides after a long 
period when no new employees are 
being hired the exits are certain to fall 
in the higher service groups. In any 
company of long standing with fairly 
stable employment, exits will have a 
longer record of service than in a new 
or rapidly growing organization. 

The cumulative percentage curves 
in the upper section of the page show 
these differences in the distance of their 
spread across the page. Firm No. 1 


TABLE 9—Тлиматн or Service oy Exrts* 
1921: Percentage of Total Exits 








Етвм No. 1 


Lexera оу SERVI 











Евм No. 2 


Tot. Ex.| Resig. | Dich Lay Off 














Under 1 week..... 89 7.5 08 0 6 

1 week and under 1 
month......... 8.6 28 0.5 0.8 14.1 83 27 81 

1 month and under 3 
months........ `. 57 8.4 0.9 1.4 17.4 93 34 4.7 

8 months and under 6 
months.. ...... 5.2 27 08 1.7 9.7 08 13 16 

6 months and under 1 
уеатг........... 94 49 02 43 119 88 1.8 1.8 

l year and under 2 
years .......... 22 0 14.1 04 75 18.2 89 2.7 1860 

2 years and under 3 
—— i Cu 92 6.6 00 26 5 9 4.1 0.7 1.1 

8 years and under 4 
YEARS: ssa ea 18 8 98 01 8.9 2.9 22 04 03 

4 years and under 5 
уеатв.......... 2 5.6 4.8 0.1 1.2 1.8 07 08 0,8 

5 years and under 10 
ia КЫК .| 101 88 | 0.1 12° 11 09 01 01 

10 years and under 15 
Сатв..... ...... 6.8 58 02 08 04 04 00 00 

15 years and under 20 
YEAS., eene 4.8 45 0.0 08 0.5 03 0.0 02 
20 years and over 37 35 0 1 01 05 0.2 0.0 03 
Unknown......... 02 0.2 0.0 00 12 2 6.5 0.6 51 
Total...... 100.0 70.7 ej 3.4 25.9 100.0 64 9 148 25 8 

















* Note eoncerning all length of service charta. 


These charts were drawn from frequency tables without change for cumulative readings. Read 
from upper limit, i.e., percentage of employees leaving with length of service under two years, under 


three years, etc. 
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has few exits in early months! The 


steepest part of the curve is that of 


No. 24 where 94 per cent of the exits 
have been with the company less than 
one year. 57.1 per cent of the em- 
ployees who resigned at firm No. 1 
during 1921 had been with the com- 
pany one year while 48 per cent of 
these had been there over two years. 
Among the lay offs, 22.4 per cent had a 
year or over of continuous service. 
This means that the company has a 
very long length of service group 
among all its employees as well as a 
very stable force. 

Chart XI gives a comparison of 
length of service by reason for leaving 
and shows that the employees who 
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leave for “work elsewhere" have a 
longer length of service than em- 
ployees who leave because of wages or 
working conditions. This would indi- 
cate need for attention to opportunities 
for advancement, since the employees 
have several years of service in com- 
panies before they leave to go else- 
where. 

Combined figures for length of 
service for seven firms is shown in 
Chart XII. It wil be seen that 71 
per cent of employees leave during 
the first year. The employees dis- 
charged have the shortest term of 
service, next is the lay off group. 
Firms are thus losing under resigna- 
tions, the most experienced employees. 


TABLE 10—Lenora or Service or Exirs 
19291: Percentage of Total Exits 


















































Евм No. 6 Евы No. 8 
LENGTH or SERVICE 
Tot Ex| Resig. | Dischg. | Lay Of ||Tot. Ex.| Resig. | Dischg | Lay Off 
Under 1 week. .. 00 00 24 19 01 
1 week and under 1 
month . е 5 5 07 71 49 68 
1 month and onder 3 
months.. ... 8.4 2.7 10 1 80 95 8 
8 months and under 6 
months... .. 41 00 44 11 14.6 
6 months and under 1 
year. ...... 87.7 62 2.8 06 8 0 
1 year and under 2 
years . ..... 28.1 68 1.5 04 1.3 
2 years and under 8 
years . 89 14 08 01 0 1 
3 years and under 4 
years .. . 8.4 0.0 00 00 0.3 
4 years and under 5 
years 27 00 0.2 0.0 0 1 
5 years and under 10 
years... 4.8 07 0 5 0.0 01 
10 years and under 15 
years 0.7 0.0 0.1 00 00 
15 years and under 20 
years .. . 07 0.7 04 0.0 00 
20 years and over. 00 00 01 00 0.0 
Unknown . 0.0 0 0° 03 00 01 
Total....... 100 0 19.2 30.7 | 12 0 57.3 
1 Disregard sweep of curve. Read curve of Firm No 1 according to figures published in Table 9 
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TABLE 11—LxzwarH or Service or Exits 
1921: Percentage of Total Exits 


Евм No. 10 





Lengers or SERVICE 
Tot. Ех. Resig. | Dischg. | Lay Off ||Tot. Ех. Resig. | Dischg. 


Under 1 week...... 22 22 00 


























1 week and under 1 
month......... 20 9 11.0 8.8 
1 month and under 8 
months......... 19 8 11 0 6 6 
8 months and under 6 
months... ..... 66 33 11 
6 months and under 1 
уеаг........ š 55 44 00 
1 year and under 2 
years... ..... | 168 | 121 | 0.0 
2 years and under 3 
years... ... 9.8 4.4 00 
3 years and under 4 
уеагз........... 66 2.2 1.1 
4 years and under 5 
years .. .... . 22 1.1 0.0 
5 years and under 1 
уеатз........... 838 2.2 0.0 
10 years and under 15 
year... ....... 11 0.0 11 
15 years and under 20 
уевтв. ......... 22 00 0.0 
20 years and over.. 22 ld 0.0 
Unknown...... .. 11 1.1 00 
Total. ... | 100.0 56.1 | 18 7 
TABLE 12—Lenern оғ Зивутсв оғ Exrrs 
1921: Percentage of Total Exi-s 
Евы No. 24 
Lenarta or SERVICE 
Under lweek................ А 22.6 20.7 1.7 0.2 
1 week and under 1 month..... 28.3 229.5 3.6 9.9 
1 month and under 8 months 2s 25.2 17 6 8.6 4.0 
3 months and under 6 months....... 12.2 7.8 1.9 2.5 
6 months and under 1 year... 5.6 3.5 0.5 1.6 
1 year and under 2 years.. .. . M 2.6 1.1 0.5 0.4 
2 years and under 8 years.... . . .. 0.7 0.6 0.1 0.0 
8 years and under 4 уеагв.... .... . . 0.6 0.4 0.2 0.0 
4 years and under 5 years.... ... 0.5 0.5 0.0 0.0 
5 years and under 10 years........ . 1.2 XLE 01 0.0 
10 years and under 16 уеатв.......... 0.4 * 0.2 0.1 0.1 
15 years and under 20 years ...... ER 0.0 0.0 00 0.0 
20 years and over......... Seed * 0.1 0.0 0.1 0.0 
Unknown..............ssss 0.0 0.0 0.0 0.0 
Total... uu low PE 100.0 76.8 12.4 110 
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CHART XI 


COMPARISON OF LEAGTH OF SERVICE BY 
МАЛЕ а а а 
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CHART XII 


CUMULATIVE TURNOVER PERSENTASE 
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VI—SUMMARY MONTHLY COMPARISONS FOR TEN FIRMS 
JANUARY, 1921 TO JUNE, 1922 


'Table 18 on the adjoining page 
shows the monthly fluctuation in 
employment and reasons for leaving 
for a combined group of ten firms. 
No weighting was done in grouping 
these firms since selection was made of 
medium sized concerns. It is evident 
that the net result of the year 1921 was 
a decrease in total payroll of 8 per 
cent, a decrease which is steadily 
being made up by the increases of 
April, May and June. 

The growth in payroll is also being 
reflected in the turnover due to resig- 
nations in recent months. Discharges 
and lay offs have decreased while the 
turnover due to resignations has grad- 
ually increased from month to month 
during 1922. Chart XIII in the 
chapter following shows the relation 


between this group and the combined 
turnover in the state departments. 
In recent months the turnover due 
to resignations has been increasing 
rapidly. This increase is typical of 
all plants. Analysis by occupations 
shows that instability among employ- 
ees classed as unskilled laborers has 
been the most important factor in the 
increase. One may explain the turn- 
over of laborers by adjustment of wage 
rates as well as by activity in the 
building trades. 

Little emphasis has been placed 
elsewhere in this account upon group 
figures since the firms reporting in 
1921 represented too few employees 
to make an index valuable. A Labor 
Turnover index is now possible by the 
use of data available in the area. 


VII—MOBILITY IN PUBLIC AND PRIVATE EMPLOYMENT 


The group of private industries 
coóperating in this study represents a 
wider distribution in kinds of employ- 
ment than is usually considered to- 
gether. "Textiles, metal trades, chem- 
icals, paper, publie utility, retail store, 
and one hotel are included in the group 
reporting. Even with the inclusion 
of some continuous industries, inten- 
sive study of an area would be lacking 
without some attention to public 
employment. With the coóperation 
of Mr. Albert Smith Faught, it has 
been possible to secure the turnover 
for the departments of the State of 
Pennsylvania as well as for the 
classified service of the City of Phila- 
delphia. Since the latter are not yet 
ready for publication a comparison is 
here made of the turnover of ten pri- 
vate industries, see Chart No. XIII, 


representing roughly thirteen thousand 
employees and 24 Departments of 
the State of Pennsylvania, comprising 
4,041 employees. 

The following table gives the yearly 
turnover rates of the various public 
departments: 


STATE OF PENNSYLVANIA 


(No Civil Service Law) 
Ы Yearly Turnover 
Rate 
State Police . 0806 
State Highway ЪТ 4 
Agriculture... . А 18 8 
Attorney General’s Dept. 16 7 
Labor and Industry . 15 8 
Legislative Reference Bureau 15.4 
Forestry Department 18.9 
Water Supply Commission 18.8 
Public Grounds and Buildings . ... 128 
Public Instruction.. . . os 12 4 
Ifiternal Affairs (separately elected) .. 11.0 
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Strats or PENNSYLYANIA—Continucd 
(No Civil Service Law) 


Fearly Turnover 
Rate 
State Workmen’s Insurance ey 
ment. ....... 1 
Censors of Motion Pictures 
Public Welfare Department . . 
Insurance Department . 
Fisheries Department 
Mines Department.... . 
Game Commission . 
Publie Service Commission 
Treasury Department (separately 
elected) à 
Adjutant General’ 8 Department 
Public Printing and Binding Benet 
ment.. .. 42 
State Library and Museum 2 20 
Banking Department . ... 18 


© л © © сс›- © 
© - Фо оо со›-14-+%% 


х © 
о © 


All Departments ..... ........... 

94 Executive Agencies (all major agencies 
except Health Department and Auditor Gen- 
eral’s Department.) 


It is worth while to compare the 
relation between turnover in public 
and private employment, ‘although 
many of these departments are small 
and data cover a limited period. 
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Chart XIII on the previous page 
and Table 14 which follow give an 
opportunity to compare state agencies 
with a group of private firms. "The 
lower half of the chart shows total 
turnover and turnover less lay offs, 
for both public and private groups. 
'The distance between the curves will 
in each case represent lay offs. It will 
be seen that the chances of being laid 
off in private industries during 1921 
was about four times as great as in 
public industries except during the 
months of November, December and 
January when the probabilities were 
more nearly alike. The greatest con- 
trast is in resignations under which 
more than four times the rate of shift- 
ing occurs than is found in public 
employment. When one considers the 
differences in mobility in the two groups 
it is surprising to find that the curves 
for rate of discharge wind around each 
other, with the curve for public em- 
ployment above the private group for 
the entire last half of the year 1921. 
This high discharge rate is explained 


TABLE 14—DEPARTMENTS OF THE STATE OF PENNSYLVANIA LasonR Turnover Report * 
January to December 1321 


























RESIGNATIONS P DISCHARGES Lay Orrs TOTAL 
Монтн - 
Number |Т О. %| Number |Т О. % | Number | T. О. %| Number |Т О. % 
January... . 41 12 2 31 92 84 24 9 156 46 8 
February 28 88 20 77 22 65 76 22 5 
March . 30 89 83 98 22 6.5 85 25 2 
Арт]..... 40 11 9 |. 32 95 7 21 79 93 5 
May . 86 10 7 29 86 6 18 71 911 
June......... 53 15 7 19 5 6 14 42 86 25 5 
July. . 46 18 7 45 18 4 12 3.5 103 30 6 
August .. 64 19 0 42 12 5 20 5 9 126 87 4 
September 91 27 0 35 104 25 74 151 44.8 
October. > 47 14.0 22 65 12 36 81 94 1 
November 49 14 6 94 10 1 65 193 148 44 0 
December. 46 13 7 15 4.5 88 24 6 144 49 8 
"Total 571 14 1 368 90 * 37% 92 1806 32 3 

















* No civil service law 
b Including deaths, 26 in number. 
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TABLE 15—PENNSYLVANIA STATE Highway AND SrATE РомсЕ 
1921: Labor Turnover Percentage 
ЭтАТЕ Hriamwav SrATE PoricE 
мона Resig- | Di 1 Resig- | D ia: 
esig- is- ву esig- 18- y 

nation | charge Of Total || cation charge Off Total 

January 22 8 14 0 711 107 8 15.6 40 5 00 66 1 
February 10 5 8.5 16.7 30.7 195 65 4 3.1 81.0 
March... 18 2 70 19 8 89 5 9.3 68 6 00 77.9 
April.. 12 3 62 26 911 18 7 717 31 98.5 
May.. 18 4 7.9 4.4 80 7 68 62.3 00 68 6 
june . 32 5 44 35 40 4 6$ 87 4 31 46 8 
July. .. . 29 0 12.3 5% 10 5 15 6 84 1 00 09 7 
August 44 8 12.3 26 68.7 6.8 84.1 31 93 5 
September 56 2 14.9 ll 4 82 5 9 3 66 1 00 05 4 
October. 93 7 79 7.9 39 5 12 5 40 5 31 56 1 
November. 28 1 15.8 53.5 97 4 93 97 4 00 46.7 
December . 20 9 26 70 2 93 0 00 37 4 00 37 4 
Total 95 9 91 22.4 57 4 10 2 67 1 13 68 6 




















when analysis is made of the two state 
departments, with high turnover rates, 
Le. State Police and State Highway. 
In the former the discharge rate ranges 
from 87.4 per cent to 84.1 per cent in 
the months of July and August. The 
State Highway Department shows 
an exactly opposite tendency. Exits 
are due mainly to lay offs which were 
especially heavy at the end of the year. 
This department, “during 1921, was 





being reduced in numbers because of 
the gradual exhaustion of revenue from 
an issue of highway bonds.’’} 

In order to avoid looking too nar- 
rowly at the figures for the turnover 
of public employment, for which few 
other comparisons are in print, com- 
putations were made to contrast the 
turnover in the largest state depart- 
ment with similar departments else- 
where. 











PHILADELPHIA 
А PortcE 
Turnover Per Cent 

January 6.4 
February 6.2 
March .. . 59 
April .... 48 
May. 4.0 
June. 56 
July . 21 
August. 2.6 
September 5.9 
October 4°6 
November 46 
December 5 6 








PENNSYLVANIA ЭТАТЕ | Los AncELts Crry 
Porrce Pouce 
Turnover Per Cent | Turnover Per Cent 
56e1 94 
810 70 
77 9 28 
98 5 2.8 
68 6 12 
:68 82 
99.7 1.2 
93 5 5.8 
65 4 3.5 
56 1 9.4 
46 7 11.7 
87.4 4.7 





!Mr Albert 5 Faught—unpublished address. 
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In Pennsylvania the annual turn-. 


over rate in 1921 for the State Police 
was 68.6 per cent; in Los Angeles 
City it was 5.0 per cent; and in the 
city of Philadelphie it was 4.8 per 
cent. 

The movement from month to 
month in these three jurisdictions is 
shown in table at bottom of page 221. 

'The above explanation of the two 
publie service departments with high- 
est turnover is given to show the need 
of verification in the future before the 
tendencies here shown are regarded 
as conclusive. Other publications will 
be devoted to the very interesting 
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relationships between public and pri- 
vate employment. It is not the pur- 
pose of this study to make this con- 
trast in detail. 

The short item of service in the 
analysis for men is due to discharges 
in the early weeks of employment for 
the state police. 

Contrasting men and women in 
public service, the table below shows 
that for the first year’s service “women 
are more apt to leave after one to three 
months’ service; while the men will 
either drop out sooner than three 
months or else stay until after six 
months." 


TABLE 16—Тюматн or бивутав or PENNSYLVANIA Ровыс Зевутсв AND STATE Porron 
Absolute Numbers and Percentages 











LENGTE or SERvICE 


` 


1 month and under 8 
months . 

3 months and under 6 
months. . NP 

6 months and under 1 
year. А 

1 year and under 2 
years. 

2 years and under 3 
years 

3 years and under 5 
years . . ont 

5 years and c over. 

Unknown 








State Ромсв 
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VIIT—CONCLUSIONS 


On the basis of turnover the eight- 
een months from January, 1921 to 
June, 1922 naturally divide into three 
periods. The first, ending in May, 
1921, was characterized by a rising 
turnover much of which was caused 
by resignations in anticipation of lay 
offs or resignations immediately fol- 
lowing the restive days of a lay off; 
the second period is more even, with 
a slowly lowered turnover; in the last 
period accelerated production, ac- 
tivity in the building trades, and the 
opportunities for laborers accompanied 
by some adjustment in laborers' rates 
account for the high turnover of the 
months of 1922. 

No attempt has been made to use 
refined statistical methods in the 
interpretation of data in connection 
with this study. Only the most 
obvious conclusions have been drawn, 
owing to the experimental character 
of the first period of reporting. Even 
with this care some conclusions are at 
variance with current statements of 
the tendencies of labor turnover. 
The case of lay offs is so striking that 
it is worth emphasis, even if later 
study should show that the relation- 
ship is merely the happening of an 
abnormal industrial period. The con- 
tour of the curves, except in the case 
of unexpected lay offs after all plants 
were dull, is determined by the resig- 
nation rather than by the lay off curve. 
This conclusion is in accordance with 
traditions of workmen. Observers in 
industry in this period have empha- 
sized the respect felt by the workers 
for the person who finds himself a job 
elsewhere before he is laid off, as the 
joking of workmen would put it, he is 
a fellow who does not consider himself 
so important to the company that he 
will undoubtedly be kept. In the 
case of “Work Elsewhere" while evi- 


dence is not wholly conclusive, the 
locality and firm to which workers ` 
shift wherever detail is specified under 
“better position" indicates a much 
more restricted area of turnover than 
is usually described. Much of the 
turnover is within the trade and within 
the best known and outstanding plants 
in the trade. For example, in the 
case of hotel employees the same fac- 
tors influence the workers to shift that 
influence the guests. In the summer 
months when the mountains are de- 
lightful to play in, they are equally 
attractive to work in and employees 
follow the guests for the same reasons 
that the guests move. This will 
account for the relative stability of 
hotel employees between seasons and 
the almost complete exodus when the 
season changes. 'The tendency of 
hosiery workers to follow the full- 
fashioned trade has already been cited. 
The evidence secured by the Depart- 
ment is too scrappy to push conclu- 
sions even as far as the accumulating 
material suggests. More careful at- 
tention to this item will be given in 
later work. 

This study is in no way concerned 
with what is a normal turnover. The 
whole emphasis rests upon the dis- 
covery of what are the actual causes of 
turnover and the way in which these 
causes are related to each other, to 
production conditions in concerns, 
and to wjder factors influencing the 
whole market. It is not contended 
that a low turnover rate is always 
desirable. Turnover may be too low, 
as well as too high. To quote an 
illustration from Mr. Faught, “An 
efficient hospital may depend on having 
a resident-medical staff which is con- 
tinually being recruited, with a rela- 
tively high turnover rate, rather than 
on having a staff of physicians who 


924 


are afraid to cut loose and practice 
` for themselves, and who by lingering 
on the staff for many years markedly 
reduce tbe turnover rate.”! The ques- 
tion is one of & balance of satisfac- 
toriness among occupations. Turn- 
over may be low for a whole plant and 
yet relatively very high for one or two 
occupations or departments. 

Sometimes parts of an occupation 
must be studied as in the case of turn- 
over for waitresses reported by a large 
hotel. For the whole occupation the 
turnover rate is relatively high as 
contrasted with other hotel occupa- 
tions. Analysis shows that the prob- 
lem is not due to a high turnover in 
the main dining rooms where service 
is uniform and tipping general. 'The 
difficulty arises before a waitress gets 
transferred from the side halls. If 
the waitress is inexperienced in train- 
ing, she must begin in the various 
dining rooms used by chauffeurs and 
nurse girls. Turnover occurs either 
in the first week of learning or because 
an opportunity to transfer to the main 
dining room does not occur as soon 
as expected by the employee. Some 
of this is a matter of the distribution 
of tipping. Guests who will pay 
generously for service for themselves 
in the main dining room, are liable to 
forget the service to their children 
and attendants in other parts of the 
hotel. Turnover thus depends in a 
very direct way upon occupations. 
Since the quantity and variety of 
occupations within any plant is very 
great, and since it is unlikely that these 
occupations will occur in similar pro- 
portions in plants of the same type 
even in related industries, generaliza- 
tions, as to what is normal for any 
situation, are impossible. 

In later studies comparison of 
groups by use of correlation coefficients 
may be possible. Age, education, 


1 Albert Smith Faught—unpublished address. 
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and nationality now reported by a few 
firms should be considered. In the 
case of such factors, and in that already 
mentioned in connection with length 
of service, statements concerning exits 
are useless unless audit is made of the 
same factors for the employees in the 
active file of the firm. In this experi- 
mental stage only the most salient 
facts of turnover could be uniformly 
secured. In time findings may prove 
illuminating in other directions. Even 
at this stage it is apparent that the 
shifting about of employees is not the 
disordered floating from place to place 
that war writings deplored. Well 
marked similar movements character- 
ize our first period of group compari- 
8008. 

Ultimately the complex of turnover 
tendencies for an area can be combined 
into a turnover index. The Dephirt- 
ment is, in fact, working upon subh an 
index. In at least one case a seahty 
index was used to adjust wages. 


The Franklin Motor Works used the 
rates for the various occupations that pre-_ 
vailed in 1905 as the basis of their relative 
rating. The rates of that year were cagsen 
because those seemed to be the rates most 
satisfactory to workers as evidenced by the 
low labor turnover rates of that year. 
From the point of view of workers this is 
probably the best index to the relative 
satisfactoriness of rates. If the rates of 
turnover are the same in the various occu- 
pations and operations or if they increase 
as- we go downward from the highest 
valued operations, but increase gradually 
(for we hope that those in lower valued 
operations are less contented than those in 
the bigher valued and seek to progress), 
this fact may be taken as indicating fair 
satisfactoriness of such rates. ? 


In formulating such an index one must 
be sure that the lower turnover is due 
to “satisfactoriness of rates" rather 
з Relative Rating Versus Cost of Living as a 
Bans of Adjusting Wage-Rates, Thomas W. 
Mitchell, Ph.D.—Annats, March, 1922, p. 51. 
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than to the knowledge that the “ quit- 
ting is not good." Besides any ad- 
justment of wages from occupation to 
occupation on & fixed basis which dis- 
regards supply of labor is an emergency 
measure helpful only in the transition 
of a rapidly changing period. 

This study shows that a beginning 
only has been made in the coordination 
of education and industry in personnel 
research. The whole future of devel- 
opment depends upon the farsighted- 
ness of the business group as well as 
upon the faith and earnestness of 
educational workers. How vast is the 
field to be explored is well set forth 
in this recent statement of Professor 
Yerkes: 


Personnel research, if it is to stabilize 
industrial production, further the devel- 
opment of the personality, and increase 
human satisfaction with life, must study 
intensively as well as extensively, with all 
of the methods available to modern science, 
the physical, mental, and spiritual quali- 
ties and relations of the human being. 
Much already has been accomplished in 
the study of the relations of the body of 
the worker to industrial demands. Speci- 
fications are being prepared which indicate 
the ordinary requirements of jobs and occu- 
pations and enable the employment man- 
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ager, in the light of definite knowledge of 
the worker, to estimate his degree of physi- 
cal fitness or adequacy for a particular 
kind of work: The individual may be too 
large or too small, too strong or too weak, 
too quick or too slow, too resistant to 
fatigue or not sufficiently so, to meet the 
requirements of a particular task without 
waste and without personal harm. There 
is no reason why indusiry should not know 
alike and with practical accuracy, occupa- 
tional requirements and the bodily charac- 
teristics and capacity of the worker, so that 
these two sets of facts may be more satis- 
factorily related to each other.! 

Labor Turnover has been one of the 
first of these many factors to demand 
attention. Its ramifications carry the 
investigator into the realm of wider 
study. Is it too optimistic to believe 
with Professor Yerkes that “We stand 
on the threshold of a new era in which 
attention and interest are beginning to 
shift from the material to the personal; 
from the things that are worked with, 
to the worker; from the machinery of 
industry, to the man who made, owns, 
or operates it." ? 


1\Vkai ts Personnel Research?—Robert M. 
Yerkes, The Journal of Personnel Research, 
June, 1922, p. 59. 

‘2 Ibid., р. 56-57. 
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Exhibit No. 1—Causes of Leaving Blank. 
Exhibit No. 2—Causes of Leaving Blank—Detailed form. 


Table No. 1—Total Turnover Percentages—Nineteen firms, January, 1921- 
June, 1922. 


Table No. 2—Lay Off Turnover Percentages—Nineteen firms, January, 1921- 
June, 1992. 


Table No. 3—Quarterly Report—Total Turnover Percentage— Twenty firms, 
January, 1921—June, 1922. 


Table No. 4—Quarterly Report—Lay Off Turnover Percentages—Twenty firms, 
January, 1991-June, 1922. 
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EXHIBIT 1—CAUSES OF LEAVING 


Average number of men employed 


997 


Average number of women employed 








NAME ов NUMBER 


Race 


AND Sex 


DEPARTMENT 


Posrrion 
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Circle M 1f male, F 1 female. 


tion; L, Lay off; D, Discha 


те; 





If colored, circle C in addition 
M, Miscellaneous. Circle 


gwing the specific reason for leaving 


Under Reason for Leaving R signifies Resigna- 


Classification in which the exit falls, 1n addition to 
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APPENDIX—TABLE 1—Toran Turnover PERCENTAGES 


January, 1921 to June, 1922 


Nineteen Firms 
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APPENDIX—TABLE 2—Lav Orr Turnover PERCENTAGE 


January, 1921 to June, 1922 


Nineteen Firms 
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FOREWORD 


HE Editorial Council departed fron? its usual procedure in the preparation 

of this volume. In lieu of a series of monographs dealing with the general 
subject matter of the volume the officers of the Academy decided that a thorough- 
going independent investigation by one individual would meet the present needs 
of the publie better than would a series of monographs treating the same subject 
from different points of view. 

'The Directors of the Academy, therefore, named Dr. Ernest Minor Patterson, 
Professor of Economies at the University of Pennsylvania, as research fellow of 
the American Academy of Political and Social Science. Dr. Patterson had 
spent many years as a special investigator of international economics. Under 
this special research fellowship Dr. Patterson went to Europe and visited all of 
the countries referred to in his monograph, had access to the files of numerous 
official and unofficial bodies and was generally accorded every possible assistance 
by the officials of the countries of Western Europe. The result of his study is 
embodied in this special monograph. His monograph he supplements with 
special articles by Europeans who are outstanding experts in the fields chosen 
for their special discussions. 

The officers of the Academy send this volume out.with the hope that it may 
prove of service in presenting a factual background for the formation of public 
opinion as to the outstanding policies that should guide us and the countries of 
Western Europe in their relations one with the other. 

Crype L. Kine, 
Editor. 


Western Europe and the United States 


By Евмевт MINOR PATTERSON 


Professor of Economics, University of Pennsylvania, Research Fellow of the American Academy 
f of Political and Social Science 


Chapter I 
OUR STAKE IN EUROPE 


N August 21, 1922, the United 
States Government was the cred- 

itor of twenty European Governments 
to the amount of $11,524,951,869.15. 
This sum is a total of several items, all 
connected with the war and post-war 
period, and includes both principal and 
accumulated interest, allowance hav- 
ing been made for some interest pay- 
ments and for the repayment of a small 
amount of the principal sums. It in- 
cludes the promises of relatively strong 
creditors as well as weak ones. In 
other words, it is a grand total, but a 
net one for the date given. Since re- 
payments of principal and payments of 
interest are not being made with suffi- 
cient rapidity, the sums due are grow- 


ing constantly larger, rather than ' 


smaller, amounting to much more when 


these words are being read than when 
they were written. 

First among tbe items that are com- 
bined to give this total are the advances 
made by our government under the 
acts of Corgress of April 24, 1917, 
September 24, 1917, April 4, 1918 and 
July 9, 1918. Under the provisions of 
these four laws the sums made avail- 
able by Congress amounted to $10,- 
000,000,000, and credits were estab- 
lished by the Treasury Department in 
favor of various ''foreign governments 
engaged in war with enemies of the 
United States.” From these credits 
thus established, advances were made 
to eleven different countries. 

Several countries, notably Great 
Britain and France, have repaid a part, 
though not a large part, of the principal 


Amounts Dus as Acquirep Unprer ГлвЕвтх Bonn Acts 











INTEREST ACCRUED 
COUNTRY Princrean Sum ip БРАТЬ 

Belgium..... .. . . . $947,251,018.40 $51,391,987 .04 $898,643,001 .34 
Cuba.. .. " "T 7,140,500 .00 d нот 7,740,500 .00 
Czechoslovakia ем 61,974,041.10 8,591,105 64 70,565,146. 74 
France ... 2,988,510,448.19 430.049,062.65 8,868,565,510.84 
Great Britain . . " 4,185,818,358.44 611.044,201.85 4,746,862,560.29 
Greece ...... Y mus 15,000,000.00 $75,000 00 15,875,000 .00 
Italy .......... ATE 1,648,034,050 90 243,480,588 .87 1,891,514,684.97 
Liberia . . ... P os 26,000.00 2,868.85 28,808 85 
Roumania. . .. . tes 28,205,819 52 8,845,557 51 26,551,377 .08 
Russig..... VERG qu е 187,729,750 00 84,521,082 .41 922,250,882 .41 
Serbia .,...| * 26,126,574 59 $,961,136.17 30,087,710.76 

Totals .| 89,886,422,556.14 | &1,386,762,586.39 | $10,778,185,142 53 
Ар 
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sums due, and each of the debtor coun- 
tries has made some interest payments. 
Nevertheless the total amount due is 
increasing instead of diminishing, add- 
ing month by month to the sums due 
our government. In the Treasury 
offices at Washington are the promis- 
sory notes evidencing these obliga- 
tions, slips of paper signed by the repre- 
sentatives of the powers concerned. 
The earlier certificates were payable 
at fixed maturity dates, all of which are 
now past, and each is now a demand 
note at 5 per cent per annum, convert- 
ible, if requested by the Secretary of 
the Treasury of the United States, into 
5 per cent bonds. Further details need 
not be added, as some of them are 
altered by later events and by legisla- 
tion, notably the Act of February 9, 
1922, creating the World War Foreign 
Debt Commission and specifying some 
of the terms under which this commis- 
sion may arrange for the funding of the 
loans. 

'The status of these obligations (by 
countries), on August 21, 1992, was as 
shown in the table on the preceding 
page. (Interest accrued and remaining 
unpaid is given as of the last interest 
dates, which were April 15, 1922, for 


some, and May 15, 1998, for others.) 

Second in the list are the amounts 
due to the United States Government 
on account of sales of surplus war sup- 
plies, the total due on August 21, 1922, 
being $592,621,265.03. The details 
are shown in the table below. 

It will be noticed that the largest 
sum, $407,341,145.01, is due from 
France. 

Next are advances by the American 
Relief Administration, totalling $96,- 
286,331.86, and finally $62,869,129.78 
due to the United States Grain Cor- 
poration. 

Combining this second group of 
items with the first, there was a total of 
$11,524,951,869.15 due to the United 
States Government from twenty for- 
eign governments on August 21, 1922. 
All the governments are European 
with the exception of Armenia, Cuba, 
Liberia and Nicaragua, whose com- 
bined obligations are only $21,577,132, 
of which $13,637,174 is due from 
Armenia. The totals are brought to- 
gether on page 4. 

Considering for convenience that 
the population of the continental 
United States is an even 100,000,000 
(it was officially estimated as 109,748,- 


Sums Dus rrom SALES or Wan SUPPLIES (WITH ACCRUED AND Unpam Interest ON Last 
Тутевезт Darm Prior то Ачеовт 21, 1922) 























COUNTRY . Prnorar SUM Mec hee TU 

Веі. акк dee на 829,872,782. 54 ies s $29,872,782 .54 
Czechoslovakia ........... ..... 20,612,800.11 $2,897,769 .12 23,510,069 .23 
Евоша....................... 12,218,877 .88 1,882,006 .70 14,045,384. 58 
France... ices (ac eee 407,841,145.01 | —  ........ 407,841,145 .01 
Тала. эуе osc eae sean ees 2,521,869 .82 262,014 20 2,783,888 . 52 
Lithuania 4,159,491 .96 628,923.80 4,783,415 .76 
Nicaragua 170,585.85 | |  ........ 170,585.85 
Polando шие елык ee e riii 59,678,604.07 6,804,798 .92 66,488,897 29 
Houmania......... .... ...... 12,922,675 .42 1,938,401 . 84 14,861,076 .76 
Russia... eee ce ee eee 406,082 . 80 10,152 06 410,234.86 
Бегма йе OL n y a pina + 24,978,020 99 | ° 9,875,819 . 64 28,858,340 . 63 

Totals cone зери nef Lr | $574,876,884.95 817,784,380 08 $502,021,265.08 
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Amounts Dum AB ÁCQUIRED BY THE ÁMERICAN RELIEF ÀÁDMINISTRATION on Account? or RELEF 
(WITH Interest ÁCCRUED AND Unparp on Last Interest Dats Prior то Avaust 21, 1022) 




















Country PRINCIPAL SuN R E ы лш 
Атшешїа.................... $8,028,412.15 $1,204,201 88 $9,982,078 .98 
Czechoslovakia. ... ...... 6,428,089 .19 964,218 38 7,892,802 57 
Esthonig...... .....  ...... 1,785,767 .72 257,018.96 2,043,886 .68 
Fimland........ ...... _...... 8,281,996.17 1,012,436 .10 9,294,362 27 
АБУ, ро rei eR Rien 2,610,417 82 891,562.67 3,001,980.49 
Lithuania... ........ ... ..... 822,186 .07 128,820.40 945,456 . 47 
Poland....... 51,671,749.86 7,750,762 41 59,422,511 77 
Russia.. ........... .. 4,465,465 .07 488,192 56 4,959,057 68 

Totals. sessa са, 884,093,963 55 $12,192,368.31 $96,286,831 86 





AMOUNTS DUE as ÁCQUIRED BY THE UNTIED STATES GRAIN CORPORATION ON ACCOUNT OF THE SALE 
or FLOUR (WITH INTEREST ÁCCRUED AND UNPArD on Last IwrEnEksT Dare Prior TO 
Auaust 91, 1922) 








INTEREST ÁCCRUED Toray Suss 
COUNTRY PnrNcrPAL Sums AXD кра Ров 
Armenia .. . .. ... .... $8,981,505 34 $472,995 05 $4,404,500 89 
Austria .... 24,055,708 92 2,165,018.81 26,220,722 73 
Czechoslovakia. . 2,878,238 25 344,788 60 3,218,026 86 
Hungary...... pes Gaye Ups 1,085,885 61 202,800.28 1,888,185 89 
Poland. . 24,812,514 87 2,825,229 50 27,187,748 87 
"Totals. . $56,858,802 49 $6,010,827 24 62,869,129 78 








000 on July 1, 1922), this is an average 
of $115.25 per capita if divided evenly 
among our population. This part of 
our financial interest in Europe is 
therefore a large one, and reflection on 
its meaning does not lessen its signifi- 
cance. There is going on at present a 
large amount of discussion regarding 
its reduction or cancellation. "The po- 
sition of our government, and un- 
doubtedly that of the vast majority of 
the American publie, is against any 
reduction of the claims, but no matter 
what changes may or may not come, 
it will be helpful to remember just 
what lies behind these promissory notes 
in our possession. 

These notes are acknowledgments 
that for several years (1917 to date) 


our government raised funds, chiefly 
through the sale of Liberty bonds, and 
from the proceeds of these sales placed 
certain lerge sums to the credit of the 
foreign governments named. With 
these funds there were purchased large 
quantities of commodities which were 
shipped (chiefly) to Europe during the 
war and post-war period. These 
goods were the result of large expendi- 
tures of capital and labor. Their ship- 
ment was made possible because 
millions of Americans worked and econ- 
omized. With their savings they 
bought bonds, and thus furnished our 
government with funds that were 
turned over to the representatives of 
other governments and utilized to 
purchase supplies in our markets. 
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STATEMENT SHOWING Овысдттомв ог Еоныгам GovensaENTS HELD sy THE UNITED STATES 
(Inctupive Tuose Него BY ОмттЕр States GRAIN Corporation), INTEREST ACCRUED AND 
Unpatp THEREON UP To AND INCLUDING THE Last Interest PERIOD, AND INTEREST HERETO- 


























FORE PAID . 
INTEREST ACCRUED 
AND UNPAID UP TO INTEREST 
COUNTRY PRINCIPAL AMOUNT AND INCLUDING TEE Toran HERETOFORE 
OF OBLIGATIONS Tine ваат INDEBTEDNESS Paw 
PERIOD 

Armenia $11,959,917 .49 $1,677,256 .E8 $18,687,174 37] — .......... 
Austria E 24,055,708 .92 2,165,018 81 26,220,722 73 А 
Belgium $77,193,745 .94 51,991,987 94 428,516,788 88| $14,809,062 .01 
Cuba . . 71,740,500 .00 S . 7,740,500 .00 1,859,783 .14 
Czechoslovakia 91,887,668 65 12,797,876 74 104,685,546 89 804,178 09 
Esthonia . ' 18,999,145 .60 2,089,025.60 16,088,771.26) . .. ....... 

Finland . 8,281,926. 17 1,012,436 1) 9,294,362 27 E 
France . $,840,857,593 .20 430,049,032 .65 9,770,906,655.85| 170,304,490 63 
Great Britain * 4,135,818,358 44 611,044,201 85 4,'746,862,560.29) 250,182,185 50 
Greece 16,000,000 00 375,000.09 15,375,000 00 1,159,158 34 

Hungary 1,685,885 61 202.300 28 1,888,185 89 A GAS 
Italy.. 1,648,084,050 90 243,480,583 3” 1,891,514,634 27 57,598,852 62 
Latvia .. 5,182,287 14 643,576 87 5,775,864 01 126,266 19 
Liberia .. 26,000 00 2,868 8E 28,868 85 861 10 
L.thuania 4,981,628 03 747,244 9C 5,728,872 23) . ........ 

Nicaragua 170,585 35 "Rr 170,585 35 tud 
Poland.  ...... 185,662,867 .80 17,880,785 1€ 163,048,652 98 1,290,690 78 
Roumania. . $6,128,494 94 5,288,958 85 41,412,458 "79 263,819 74 
Russia 192.601,207 87 $5,019,427 0 227,620,724 40 7,117,888 43 
Serbia .......... 51,104,595 58 7,386,455 .81 58,441,051 39 686,059 14 
Totals $10, 102,252,207 .13] $1,422,699,662 02 $11,524,951,869 15! 8506,002,109 71 


* Includes 861,000,000 of British obligations which were given for Pittman silver advances and for 


which an agreement for payment has been made. 


Cuba pays interest as it becomes due. 


No interest due on Nicaraguan notes until maturity, as is also the case with certain Belgian obliga- 


tions aggregating $2,284,151.40. 
August 21, 1922. 


No discussion is complete that over- 
looks the facts that these obligations 
represent toil and saving by the Ameri- 
can public, and that if the advances are 
repaid, thus permitting the retirement 
of these bonds, the financial burdens 
of the American taxpayer can be re- 
duced. 

Nor is any analysis complete that 
ignores the significance of payments of 
interest and repayments of principal. 
In later chapters the matter will be 
discussed more fully, but we may pause 
here to observe that these payments to 
us will involve labor and economy*by 


our debtors. The people of Great 
Britain, for example, must labor and 
save in order to pay heavy taxes. 
With the proceeds of these tax pay- 
ments the British Government will buy 
New Ycrk drafts and then transfer 
these credits to our Treasury. For us 
the creation of these credits abroad 
meant secrifice, and their repayment 
means sacrifice on the part of our debt- 
ors. The notes are pieces of paper, 
but are much more. They represent 
human effort and saving—in the past 
for us—in the future for those who 
must repay. 


* 


Отв Honprmxas оғ EUROPEAN 
SECURITIES 


But these sums, vast as they are, do 
not include all that is due us from 
Europe. They are the amounts due to 
our government from the governments 
of certain foreign countries. At the 
outbreak of the war the securities 
(stocks, bonds and notes) of American 
states, municipalities and private cor- 
porations were held in Europe in large 
amounts. The totals could not be 
known with precision, but were con- 
servatively estimated at $4,000,000,000. 

During the war many of these were 
sold back to us, and there was soon 
started a sale of new European securi- 
ties in our markets. The first impor- 
tant issue of this sort was the $500,000,- 
000 Anglo-French loan in 1915. It has 
been succeeded by numerous other 
issues not only by governments, na- 
tional and local, but also by corpora- 
tions. These sales are continuing, as 
is shown by the estimate of the Guar- 
anty Trust Company that foreign gov- 
ernments, municipalities and corpora- 
tions offered in the markets of the 
United States securities (exclusive of 
refunding issues) to the amount of 
$575,820,000 in 1921 and $531,593,- 
000 from January to June, 1922, a total 
of $1,106,913,000, most of which is 
still outstanding. Of these issues dur- 
ing the year and a half $342,315,000 or 
about 80 per cent, were European. But 
although 70 per cent of the issues were 
the securities of other countries than 
Europe, many being from South Amer- 
ica, the welfare of these countries is so 
closely identified with that of Europe 
thatwehavebecomethrough them more 
than ever concerned with Europe's 
prosperity. 


1 These estimates are made by the Guaranty 
"Trust Company of New York at the request of 
the Federal Reserve Board and are published in 
the Federal Reserve Bulletin, September, 1022. 
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Just how many foreign securities are 
owned in the United States today it 
is not easy to determine. Professor 
John H. Williams has estimated that 
foreign securities to the amount of 
$3,930,645,000 were held in the United 
States at the end of 1921. If we add 
to this the $531,598,000 of new loans 
during the first six months of this year 
the total is $4,462,238,000. How 
much of this is European the writer has 
not attempted to ascertain but it 
would certainly not be excessive' to 
assume that at least one-third or 
$1,500,000,000 may be so classified. 
Especialy is this so when we again 
remind ourselves that the purchase of 
any foreign securities adds to our de- 
pendence on every part of the world. 

But stil the list is not complete. 
In addition to the $11,524,951,819.15 
due to our government and the as- 
sumed $1,500,000,000 due to private 
individuals and corporations who own 
European stocks and bonds, there are 
other items due to American exporters 
and manufacturers who have shipped 
goods abroad and for one reason or 
another have not yet received pay- 
ment. These amounts do not appear 
in the form of stocks or bonds, and are 
said to be an “‘unfunded” or “float- 
ing” debt. Numerous estimates have 
been made, but they are for different 
dates, and do not in every instance 
attempt to include the same items. 
When these differences are added to 
the inherent difficulties of making an 
estimate, one need not be surprised 
that the'results do not agree. 

Details need not be cited here, but 
several of the conclusions may be 
briefly stated. The Division of Anal- 
ysis and Research of the Federal 
Reserve Board, in the Federal Reserve 
Bulletin for September, 1990, esti- 
mated the amount at about $3,000,000,- 

2The Review of Economic Statistics, July, 
1922, p. 218. 
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000, from which certain deductions 
should be made. Рг. B. M. Anderson, 
Economist of the Chase National 
Bank, estimated? that on September 
15, 1920, this unfunded debt amounted 
to over  $3,500,000,000. Professor 
John H. Williams, of Harvard Univer- 
sity, placed the amount much lower, * 
contending that on December 31, 1920, 
the amount probably did not exceed a 
billion dollars. In November, 1921, 
the Federal Reserve Board estimate for 
October 1, 1921, was $3,408,000,000, 
and in February, 1992, their estimate 
for January 1, 1922, was $3,400,000,- 
000. In each estimate offsets were 
mentioned, but their amounts were not 
estimated. Next is the estimate of 
Professor David Friday * in April, 1922, 
that the amount is approximately 
$3,000,000,000. Finally is the latest 
estimate by Professor Williams,’ who 
contends that at the end of 1921 the 
balance was no more than a billion 
dollars and was probably much less. 

Without attempting any independ- 
ent estimate, let us accept Professor 
Williams’ estimate of 81,000,000,000, 
the lowest that has been made. Add- 
ing the three items, we have the fol- 
lowing result: 
Debts of European Govern- 

ments to the United States 
$11,524,951,869 
European Securities Pri- 

vately Held in the United 


States... nce eee eeene 1,500,000,000 
Unfunded Debt. .......... 1,000,000,000 
Total criso cierres $14,024,951,809 


Again expressing it in per capita 
terms, we may say that Europeans are 
our debtors to the amount of $140.25 


з The Chase Economic Bulletin, October 8, 
1920. 

* Review of Economio Statistics, Supplement, 
June, 1921, pp. 199-205. 

5 Manchester Guardian Commercial, Recon- 
struction in Europe, Section One, p. 19. 

8 The Review of Economic Statistics, July, 1922, 
pp. 201-14. Е 


per capita. If we wish to express it in 
terms of the hypothetical family of 
five, we may say that it is over $700 per 
family. Such a method of stating it 
may be open to some slight misunder- 
standing, but at least has the merit of 
makin, the amount vivid. 

Whether these amounts are all col- 
lectible we are not now endeavoring to 
determine. No allowance has been 
made for losses of any kind. On the 
other hand, there are not included such 
items as American holdings of Euro- 
pean paper currencies, which are doubt- 
less large. Mr. Frank A. Vanderlip* 
refers to the speculation in the German 
mark as “‘somewhere between sixty and 
eighty billion marks.” The econo- 
mist of one of the largest of the German 
banks told the writer that his estimate 
of the amount of German marks, mean- 
ing notes of the Reichsbank, held 
abroad was forty billion marks. The 
World (New York) on October 3, 1922, 
published an estimate that Americans 
had purchased 80,000,000,000 German 
paper marks since 1918; that $960,000,- 
000 had been paid for them; and that 
their velue is $904,000,000, the mark 
on that date being quoted at $0.0007. 
On Octcber 7, 1992, the mark was quot- 
ed in New York at 90.000414. There 
is still speculation in all of the Euro- 
pean eu-rencies, and many are held in 
America. 

One of the difficulties in the discus- 
sion of such questions is that of stating 
the economic and financial facts in such 
a manner as to make vivid their real 
connection with every-day human 
experiences. The sums just enumer- 
ated are large, but we have for some 
years now become accustomed to say- 
ing billions whereas formerly we said 
millions, or perhaps even thousands. 
That these vast sums are merely state- 
ments Ш monetary terms of the worth 
of great stores of food, clothing, build- 


т Whal Nert in. Europe ‚р. 25. 
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ing materials, etc., is not easy to keep 
in mind. The financial terminology 
is important, in fact necessary, but it is 
often helpful to put it aside for a mo- 
ment in order to reveal what is be- 
neath. For years we have been send- 
ing to Europe agricultural products, 
raw materials, and articles partly or 
wholly manufactured. In return we 
have received from Europe shipments 
of similar articles, but of a value much 
less than that of our exports. Just 
how great this difference has been is 
shown by the figures in the table below 
for the nine fiscal years 1914 to 1922 
both inclusive. 

The total of export balances, amount- 
ing to $23,029,251,695, must not be 
misunderstood. First there should be 
added to it merchandise shipped dur- 
ing the war by the United States 
Government for the use of the Allies, 
but not recorded in the official statis- 
ties. If these amounts were included 
the total balance would be consider- 
ably enlarged. From this total there 
should then be deducted numerous 
other items, leaving the net amount 
considerably smaller. Extensive al- 
lowances should also be made for the 
numerous triangular trade relation- 
ships, as, for example, that between the 
United States, South America and 


Europe. But the important thing is 
to visualize these shipments as quan- 
tities of merchandise filling ship after 
ship, some going to Europe, some com- 
ing from Europe, but all of it a collec- 
tion of definite tangible objects, the 
result of the toil of millions of human 
beings. To right the balance, or even 
to keep up the promised interest pay- 
ments, the movement must be re- 
versed, and the toil of millions of peo- 
ple in Europe must be devoted to the 
production of countless shiploads of 
merchandise to be sent to us. 

Of course this simplifies the question 
too much, for in addition to these 
movements of merchandise there are 
shipments of gold, and also those nu- 
merous and highly important and very 
large “invisible” items—payments for 
carrving freight, expenditures of tour- 
ists, interest and dividend payments. 
All of these make an accurate estimate 
of the situation extremely difficult. 
They have been allowed for in the 
totals given earlier in this chapter, but 
in no way change the general statement 
we have made. For years the results 
of much of our work and economy have 
gone to Europe as shipments of mer- 
chandise, and Europe is now indebted 
to us, under formal promise to send 
back merchandise or render services of 


Твлре BETWEEN THE Unirep SrATES AND Evropr 
































FisoaL Ymar TAMPORTS FROM EXPORTS FROM THE 
(ENDING JUNE 80) EUROPE TO THE Untren States то | Export BALANCE 
E UNITED STATES EvnRoPE 

СЕЕ MB. —— 
1914. $895,602,868 $1,486,498,729 $590,895,861 
1918... ea dees 614,354,645 1,971,434,687 1,857,080,042 
1916 616,252,749 2,999,805,097 9,983,052,848 
1817. 610,470,070 4,824,512,661 9,714,041,991 
1918 ace р 411,578,494 $,732,174,852 8,820,595,858 
1019... .... .. $72,951,815 4,044,937,841 4,271,986,528 
1920.5... уен ber een 1,179,400,699 4,863,792,780 8,684,399,040 
1821...... К o n . 937,868,864 8,408,522,000 2,470,658,186 
TORE оа Er STA « 880,478,712 2,067,027,605 1,236,558,893 
Totals: cd kx cr goles $6,468,954,016 $29,498, 205,711 $28,029,251,695 
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an equivalent value plus annual ship- 
ments or services as interest payments. 
To a limited extent only can substi- 
tutes for the merchandise be offered or 
accepted. Europe is heavily in our 
debt, a fact of great concern to her and 
tous. As the creditors we have every 
reason for wishing to understand the 
condition of our debtors. 

The total of our European credits 
is, then, over $14,000,000,000. But, 
strange as it may seem, this is less 
important than other aspects of our 
relations to Europe. The complexity 
of modern economic organization fur- 
nishes many curious and perplexing 
problems, but one of the hardest to 
remember is the fact that our welfare 
is so dependent on keeping the eco- 
nomic machinery going. Our accumu- 
lated debits or credits at any particular 
time are unquestionably important, 
but even more so is the fact that sup- 
plies of raw materials must be kept 
moving into factories and finished prod- 
ucts must be sold in widely scattered 
markets. Foodstuffs must be regu- 
larly available and workers must be 
kept employed. Factories must be 
kept going and trains must not stop. 
Any cessation of this activity even for 
a short time is of far more importance 
to humanity than the readjustments of 
relationship between debtor and credi- 
tor. A railroad may become bank- 
rupt and go through a reorganization 
with serious and regrettable losses to 
certain stockholders and bondholders. 
But if these adjustments can be ac- 
complished without a cessation of 
traffic, the community as a whole 
suffers far less than it would if trans- 
portation service were actually dis- 
continued even for a short time. 

Let us, then, notice a few facts about 
our economic relations with Europe 
that will help us to understand our 
long-run dependence on her, as well as 
the amount of her accumulated debt to 


us. One of these facts is the volume of 
our direct trade relations with her year 
after vear, as shown by the figures for 
imporzs and exports just given. The 
amounts even before the war were large 
and were increasing from year to year, 
yet their real significance can be made 
much elearer by referring to one or two 
matters that may easily be overlooked, 

Those engaged in foreign trade or 
indirectly interested in its promotion 
often exaggerate its importance. At 
the same time, others are prone to 
minimize it, insisting that after all it is 
far less important than domestic trade 
and cen be largely ignored. An ap- 
praisal of its significance is worth while. 
This may be made clear by referring to 
(1) the volume of this trade both abso- 
lute and relative; (2) any changes that 
are occurring in these amounts; (8) the 
importance of this foreign trade as 
compared with our domestic trade; and 
finally (4) the significance to modern 
industry of losing even a relatively 
small percentage of trade, either do- 
mestic or foreign. 


Tue Votume or Our TRADE WITH 
EUROPE 


In our very pardonable enthusiasm 
over the development of trade with the 
newer parts of the world, there is some 
danger of overlooking the fact that, 
after all, Europe is our best customer 
and hence the one whose prosperity 
most zoncerns us. This is quite 
clearly shown by the following table.’ 
The figures given are for calendar years 
and not for fiscal years as in our state- 
ment of trade with Europe on page 7. 

Our trade with Europe before the 
war was not only large but growing. 
Exports to Europe increased from 
$1,136,000,000 in 1910 to $1,479,000,000 
in 1913, while our imports from Europe 
increased from 8806,000,000 to $892,- 

8 Taker. from an article by Professor G. B. 
Roorbach, The Annals, July, 1922, p. 69. 
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Exports Imports 
———— ы шышы 
'TorAL Pra ToraLn FR PERCENTAGE 
YEARS Miuuows | То EunoPE ГАЙ AGE || MILLIONS E OM FROM 
or DoLLARS TO ОНОРЕ | ov DOLLARS TROER Europe 
1910....... 1,710 1,136 65 10 1,557 806 51.76 
1911 ... .. 2,013 1,308 63 84 1,527 708 50.30 
1912 ...... 2,170 1,842 60.87 1,058 819 45.51 
1913 2,428 1,479 59 98 1,818 892 49.25 
1814 ...... 2,929 1,486 62 86 1,894 895 47.99 
1918 ...... 2,716 1,971 7121 1,674 614 86 70 
1816 4,272 2,999 69 21 2,197 616 28 04 
1917....... 6,227 4,324 68 75 2,659 610 22.98 
1918 5,880 8,789 63 04 2,946 411 18 97 
1819... 7,750 5,187 65.50 8,904 750 19.22 
1920 8,080 4,466 54 27 5,278 1,227 28 26 
1921 ..... 4,485 9,864 52 70 2,509 765 80.50 
000,000 in the same period. These in 1921. Also the amount of our im- 


totals are so large that their impor- 
tance needs no emphasis, but attention 
should be called to their amounts as 
compared with our total foreign trade. 
In 1910 Europe took 65.1 per cent of 
our exports, and in 1921 still took 52.7 
per cent, or over one-half. In 1910 she 
furnished us with 51.76 per cent of our 
imports, and in 1921 with 30.5 per 
cent. 

Trade with Europe has been and 
will doubtless for years to come con- 
tinue to be our most important foreign 
trade. The decline in our exports to Eu- 
rope in 1921 is in part to be explained 
by the appalling situation in East- 
ern Europe, by the cessation of abnor- 
mal war demands, by the fall in the 
price level, and by the accompanying 
business depression which has affected 
the intricate industrial life of Western 
Europe even more seriously than other 
parts of the world. While our imports 
from Europe are smaller in amount, it 
is to to observed that they have grown 
steadily since the low point ш.1918, 
with the exception of the very large 
increase in 1920 followed by the decline 


ports from Europe compared with our 
total imports, which declined from 
51.76 per cent in 1910 to 18.97 per cent 
in 1918, has steadily increased since the 
latter date until it was 30.5 per cent in 
1921. 

Chart I (taken from Commerce Re- 
ports, February 20, 1922, p. 427) shows 
in graphic form the amount of our 
exports to Europe as compared with 
our exports to the other grand divi- 
sions, 

Chart II (also taken from Commerce 
Reports, February 20, 1922, p. 427) 
shows similarly both the absolute and 
the relative importance of our imports 
from Europe. Prior to the war they 
were mych greater than from any 
other grand division, and in 1921 
again attained a position of supremacy. 

These statistics and charts furnish 
abundant warrant for several conclu- 
sions. Our trade with Europe has 
been our most important trade in the 
past, and has been rapidly growing in 
its absolute amount. Europe's dense 
population and high standard of living 
(ascompared with, say, the tropics) are 


10 


the explanations, and furnish the basis 
for an enormous trade in the future. 
There is every reason to assume that 
under favorable conditions the rapid 
growth of recent years will continue. 
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Exports from the United States by grand divisions 
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In spite of the post-war handicaps and 
the world-wide business depression, 
large gains are already noticeable. 
Relatively, also, Europe is still far in 
the lead. This relative supremacy is 
lessening with the economic develop- 
ment of other parts of the world, but 
Europe is still ahead, and will decline 
in rank slowly. She has been and 
still is our best customer and our larg- 
est source of supply. She may as 
time passes decline slowly in relative 
importance, but, short of her complete 
economic collapse, our trade with her 
will steadily and rapidly increase. • 
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How Important Is FOREIGN 
TRADE? 


Advocates of a policy of economic 
isolation often argue that the signifi- 
cance of foreign trade is greatly ex- 
aggerated, that its amount is far less 
than that of our domestic trade, and 
thet we should direct our attention 
more and more to the control and ex- 
pansion of our home markets, becoming 
more rather than less independent. 
To what extent are these contentions 
true? 

CnanT П 
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Imports into the United States by grand divisions 


No one who has not made the at- 
tempt can understand the difficulties 
there are in estimating the relation- 
ship between domestic and foreign 
trade. It is not necessary to enu- 
merate the difficulties here, but merely 
to state that the conclusion usually 
reached has been that foreign trade is 
about 10 per cent of the total? This 
was considerably increased during the 
war, but has probably declined to 
approximately the pre-war percentage. 

This percentage seems relatively 
small, and hence not important. Its 
complete loss does not appear serious, 
and certainly a partial loss does not 
seem very vital. There are, however, 
several important considerations that 
must pot be overlooked. 


? See certain estimates by Dr. B. M. Anderson, 
Jr, as quoted in Chapter VI. 
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One fact to be remembered is that 
this 10 per cent applies to our trade as 
a whole, and not to any particular 
commodity. Our cotton production 
in 1918 was 13,708,421 bales, and our 
exportation of raw cotton in that year 
was 9,199,093 bales, or 67.13 per cent, 
an amount that does not include our 
exports of cotton in manufactured 
form. In the case of this one product 
it is not a question of 10 per cent, but 
of 67 per cent that went abroad. 
Just how serious this is will be realized 
if one recalls what occurred in 1914, 
when the outbreak of the war in Eu- 
rope temporarily stopped our cotton 
exports. The distress suffered by the 
farmers of the South was extreme, and 
affected not only cotton growers and 
others directly interested, and all the 
industries of the South which so closely 
depend on the prosperity of cotton, the 
main Southern staple, but spread with 
varying degrees of severity to nearly 
all parts of the country. It included 
the railroads, whose traffic and earn- 
ings were reduced, Southern manu- 
facturers and dealers in all lines, be- 
cause the purchasing power of their 
customers was lessened, and through 
them manufacturers, wholesalers, 
bankers and others in all parts of the 
country. 

To cotton, then, foreign trade is of 
prime importance. And what is true 
of cotton is true to only a less degree of 
wheat, meat products, iron and steel, 
harvesting machinery, oil, etc. To 
many particular industries exports are 
more than 10 per cent of the total 
trade, and the complete loss of foreign 
markets would mean disaster, while 
even a partial loss means great hard- 
ship. Nor is this hardship confined to 
the industries directly affected, but 
spreads to all other industries directly 
or indirectly dependent upon them. 

What is true of cotton is true of 
many other commodities, even if to & 


somewhat less degree in some cases. 
But even cotton does not have to face 
some of the difficulties that are en- 
countered by a manufacturer. A 
grower of cotton has a considerable 
investment in land and tools, but still 
his total is not one that forces upon 
him a heavy overhead expense. Low 
prices and lack of a market mean dis- 
tress, but there is a certain kind of 
difficulty he does not have. He can 
curtail his output, and as he does so 
he will correspondingly reduce his ex- 
penses or nearly so. A loss of a part of 
his market, say 10 per cent, is serious, 
but not nearly so serious as a similar loss 
to most manufacturers. 

This may be illustrated by reference 
to an estimate of the Interstate Com- 
merce Commission made a few years 
ago. It was to the effect that of every 
dollar spent by the railroads of the 
United States, over sixty cents was 
used to meet so-called overhead or 
constant expenses. Overhead expenses 
are those that continue without ref- 
erence to the volume of business done. 
Thus the interest on bonds is a defi- 
nitely fixed item and must be paid, 
no matter whether traffic is large or 
small, Similarly with many other 
items. Insurance charges, rentals, 
many salaries, as well as depreciation 
on property that deteriorates even 
when not in use, are other illustra- 
tions. On the other hand, many ex- 
penses are variable, fluctuating with 
the amount of traffic handled. Wages 
of those employees that are dropped 
from the pay-roll in dull times, fuel 
consumed in the locomotives, and 
costs of loading and unloading freight 
will do for illustrations. 

It is this fact about the railroads 
that makes our numerous discussions of 
changes in freight rates so important. 
A very large fraction of the railroad’s 
expenses is definitely settled. If the 
rdad is doing well and there is a sudden 
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decline of say 10 per cent in business 
handled, this does not mean a corre- 
sponding decline in expenses. Instead, 
most of the expenses continue, and 
bankruptcy may threaten a weak road. 
Similarly a gain of 10 per cent in traffic 
and in receipts does not involve a cor- 
responding increase in expenses, for 
many expense items remain entirely 
unchanged. An apparently slight in- 
crease in receipts may accordingly 
mean much more than a corresponding 
increase in net earnings. What seems 
to be only a slight alteration in the 
volume of business or in the amount of 
income may change success to failure 
or failure to success. 

While overhead expenses are found 
in all lines of business, they are espe- 
cially heavy in those lines where there is 
a large capital investment on which 
interest and depreciation charges must 
be met. As land values rise this is 
increasingly true of agriculture, but 
it is of course particularly true with our 
railroads and with our manufactur- 
ing establishments. One of the most 
forceful statements of this was made a 
year or two ago by President James A. 
Farrell of the United States Steel Cor- 
poration, in an address before the 
National Foreign Trade Council, when 
he said: 

In every business there is a part of the 
production roughly estimated at the least 
at 20 per cent that cannot remain unsold 
if the first 80 per cent of the sales are to 
prove profitable. Remove this last 20 per 
cent and the whole operation will cease to 
show a profit. 


Very few manufacturing establish- 
ments operate for any great length 
of time at 100 per cent of their capac- 
ity. Instead, operation at from 60 to 
80 per cent is more nearly a normal 
figure. If a given establishment is 
running at, say, 80 per cent of capacity, 
and if, as Mr. Farrell states, a reduc- 
tion below that figure means the disap- 


pearance of the margin of profits, then 
a loss of foreign orders is a serious 
matter. It is the difference between 
operation at a profit and operation at a 
loss. 

Then, too, it must be remembered 
in this connection that there is no such 
thing as an “industry as a whole.” 
An industry is made up of a number 
of particular plants probably distinct 
from each other in ownership and oper- 
ation. Some of these plants may sell 
a large amount abroad and others 
little. Some are operating normally 
with a generous amount of profit, 
others operate with little or no profit. 
A loss of even a very small percentage 
of business for any extended period of 
time means bankruptcy for these mar- 
ginal plants. It is often necessary to 
think in terms of particular establish- 
ments. 

Finally, it should be again noted in 
this connection that a plant, e.g., one 
that is manufacturing iron and steel, 
loses not only directly, but indirectly, 
through & slump in foreign orders. 
Its own foreign sales are reduced, but 
the effect of a depression abroad is so 
widespread in the domestie market 
that home orders also decline, the re- 
duction in business being a combina- 
tion of the foreign and domestic. 

The significance of this is increased 
by the fact that in recent years the 
character of our foreign trade has 
undergone a change. We are rapidly 
passing out of the stage when we fur- 
nished only raw materials and food- 
stuffs to other countries. Just prior 
to the late war these changes were 
becoming very noticeable. Our ex- 
ports of foodstuffs had declined and 
our imports had increased until, in 
1912, and again in 1914, we had an 
import, balance. Excluding raw cot- 
ton, eur exports of crude stuffs had 
become less than our imports, while 
the imports were growing both in quan- 
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tity and variety. Manufactured arti- 
cles ready for consumption led our 
exports in 1918.10 

With these changes stability of mar- 
kets is of more and more importance. 
An industrial organization, as con- 
trasted with an agricultural one, means 
larger capital investments and heavier 
overhead expenses. A free flow of 
raw materials (often from abroad) and 
& steady market become necessary if 
disastrous irregularities and business 
failures are to be avoided. As we 
become more dependent on outside 
supplies of raw materials and food- 
stuffs, every legitimate encouragement 
must be given to both import and ex- 
port trade. The alternative is to 
reverse the development of years and, 
by attempting to depend more on our- 
selves, force a painful readjustment 
of our whole economic organization. 

10 For a thorough and able analysis of these 
changes see an article by Professor G. B. Roor- 
bach: '' Some Recent Tendencies in the Develop- 
ment of the Foreign Trade of the United States,” 
The Review of Economic Statistics, May, 1920, 
p. 125. 


Aside from the temporary hardship, 
this would mean in the end a lower 
general level of well-being, with nothing 
gained but the empty satisfaction of 
calling ourselves less dependent than 
before. 

CONCLUSIONS 


'This survey has presented to us: (1) 
our extensive European credits, both 
government and private, totalling at 
least $14,000,000,000; (2) the growing 
importance of our foreign trade be- 
cause of its increasing size and because 
of its changing character; (3) the seri- 
ous consequences of a decline in this 
trade because many industries and 
many particular plants are so directly 
dependent on it, and because all of us 
are indirectly affected by it; and (4) 
the relatively important position of our 
trade with Europe. 

'The next chapter will briefly survey 
the European situation of the last few 
months as shown by several indices, 
and will be followed by a series of chap- 
ters on conditions in the leading coun- 
tries of Europe. 


Chapter II 
THE PRESENT SITUATION IN EUROPE 


T the first plenary session of the 

International Economie Confer- 

ence at Genoa, held in April and May 

last, Signor Facta, the president of the 
conference stated: 


Great suffering and misery still exist in 
not a few countries, and certain of the popu- 
lations of Europe are afflicted with disease, 
privation and hunger. There are about 
300 million men in the world who are not 
producing, or not producing sufficiently, 
for want of the means of labor and trans- 
port. : 


A few moments later Mr. Lloyd 


George, after referring to the late war, 
declared: 


Europe, exhausted with its fury, with 
the loss of blood and treasure which it in- 
volved, is staggering under the colossal 
burdens of debt and reparation which it 
entailed. The pulse of commerce is 
beating feebly and wildly. In some lands, 
an artificial activity is stimulated either 
by demands for repairing the ravages of 
war or by burning up the resources of the 
world accumulated by generations of 
thrift by the frugal and industrious among 
the people. But legitimate trade, com- 
merce and industry are everywhere dis- 
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organized and depressed. There is unem- 
ployment in the West; there is famine and 
pestilence in the East. 


Viscount Ishii of Japan, referring to 
his own country, said that in spite of 
the fact that her geographical situation 
“renders her less directly sensible to the 
troubles of Europe, she herself has suf- 
fered, and still has to endure a serious 
economic crisis.” Dr. Wirth, speaking 
for Germany, maintained that “today 
the whole world is economically sick, 
and that it is in danger of an infection 
which would be far more dangerous for 
the future of mankind than those epi- 
demics with which mankind is scourged 
from time to time.” 

That these leaders had in mind eco- 
nomic rather than merely political 
forces, and that they recognized how 
closely they are interrelated is evident 
from the quotations given and from 
such other statements as that of Signor 
Facta: 

The agenda of the conference includes 
political, economic and financial questions, 
but it is obvious that these questions are 
closely connected with each other. Eco- 
nomics and finance are indeed essential 
factors, and tend to play an increasingly 
important part in international politics. 


Dr. Wirth emphasized the situation 
somewhat differently when he said: 


All of us who are here assembled must 
make up our minds to recognize economic 
problems as such as strictly economic prob- 
lems, and to separate them from the po- 
litical aims and differences which can only 
obscure our judgment as to the real nature 
of our troubles. 


These quotations reflect to some ex- 
tent the particular interests of the 
various speakers, but they agree. in 
presenting a picture of world-wide 
economic distress, and in urging that 
economic and financial measures must 
be largely depended on for relief. 
The United States Government ere- 


fused to participate in the Genoa Con- 
ference for various reasons, chief 
among the ones stated being that it was 
not to be primarily an economic con- 
ference. This was a correct prevision, 
but it seems certain that the members 
of the conference were deeply disturbed 
over the economic situation. 

Francesco Nitti, former premier of 
Italy, in his recent volume, Peaceless 
Europe, refers to conditions in even 
more emphatic language. Here and 
there we find such phraseology as the 
following: 

Europe, which is gradually sinking to the 
condition of Quattrocento Italy, without its 
efulgence of art and beauty. 

The growing dissolution of Europe. 

Europe is threatened with a 
decline and a reversion to brutality which 
suggest the fall of the Roman Empire. 


These and similar statements reflect 
Signor Nitti’s conviction that the 
economic, political and social situation 
in Europe is extremely serious and 
even dangerous. 

In our attempt to make an appraisal 
of Western Europe, we shall limit our- 
selves to the economic facts. This 
is with no thought that they are the 
спу ones of importance or necessarily 
the most important. 'They play so 
large a part, however, in the attempt 
to adjust difficulties, and are so much 
« barrier to recovery that they need to 
be fully set forth. American interest 
is by no means limited to them, but 
they are the field of this particular 
study. 

Are the opinions of the great states- 
men just quoted an accurate picture 
of Europe's economie position today? 
Or are they colored by the personal 
positions and perhaps the ambitions of 
the speakers? Are the figures of 
speech which they have employed 
any more than a forceful exagger- 
ation of a situation unusually bad, but 
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by no means so hopeless as their words 
would indicate? What will a simple, 
clear statement of fact reveal? 

This chapter will be confined to 
setting forth several of the more ob- 
vious indices of economic conditions, 
particularly those that picture the 
relationship between Europe and the 
United States. In succeeding chap- 
ters more detailed attention will be 
given to each of a half-dozen countries. 

One index of a country’s condition 
is the position of its money in terms 
of the money of other countries. This 
is expressed in the foreign exchange 
quotations about which all of us have 
learned so much in the last few years. 
During the war these quotations 
seemed strange and erratic, but when 
they are compared with those of post- 
war days, they seem to have been al- 
most normal and steady. What has 
occurred during the last four years is 
pictured for several of the most im- 
portant countries in the following 
chart.! 

















1922. 


1919 1920 1921 


For all of the countries named there 
is to be noticed a precipitous fall in the 
quotations during 1919 and the early 
part of 1920. Then there came a 
recovery followed by another decline 

tTaken, by permission, from the Monthly 
Review of Credit and Business Conditions in the 


Second Federal Reserve District (New York), 
Sept. 1, 192, p. 4. 


in the latter part of the same year. 
During 1921 and 1922 the movement 
has been, on the whole, upward for 
England, France and Italy, reaching 
its highest point in May, 1922. Eng- 
land has thus far maintained that 
level, but French and Italian exchange 
have declined again, although both 
are still somewhat above their previous 
low levels. German exchange has con- 
tinued to fall, quotations for the mark 
going to five one-hundredths of a cent, 
or about two-tenths of one per cent 
of its nominal par value of 23.8 cents. 

Two things immediately attract 
attention. One is the fact that for all 
the countries named the quotations are 
still very far below par. At the time 
this is written there is not a European 
country whose exchange is above par 
in terms of our dollar, and only two, 
Sweden and Switzerland, near enough to 
par for us to think of them as normal. 

Another feature is that, although 
sterling exchange is holding its own, 
there has been in the last few months 
an ominous decline in the others. 
Whether this will continue or is merely 
a prelude to another upward move- 
ment remains to be seen; but the fall 
is pronounced enough to deserve 
careful attention. 

Yet foreign exchange quotations 
are at the best a barometer and of 
importance only because of what they 
reflect. Perhaps an examination of 
the business situation behind these 
figures will be more encouraging. 

In Chapter I (p. 7) we have given 
the trade between the United States 
and Europe during the last nine years. 
An examination of these figures shows 
that our imports from Europe were 
$895,602,868 in 1914, and $830,478,- 
712 in 1922, each calculation being for 
the fiscal year. It will be noticed 
that there has been a decrease not 
merely from the high point of 1920 
but about 7 per cent from the level 
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of 1914, whereas normally there would 
have been a rise. ў 

In the same table it will be noticed 
that our exports to Europe, which were 
$2,067,027,605 in 1922, are less than 
half the amount of 1920, but were 
still nearly 40 per cent more than in 
1914, when they amounted to $l,- 
486,498,729. This looks encourag- 
ing until one remembers the com- 
plication introduced by the changing 
price level. Much of the decline in 
both exports and imports since 1920 
may be explained by a fall in prices 
that may have serious consequences, 
but that does not reflect a decline in 
the physical volume of business. This 
is often emphasized, and rightly so, as 
encouraging optimistic conclusions. 
But when the comparison is made with 
1914 and allowance is made for the 


it should be pointed out that the fiscal 
year ending June 30, 1922, included 
the worst months of the business de- 
pression, and that there is already 
some improvement. Imports from Eu- 
rope, which were $54,718,229 in June, 
1921, rose to $76,399,752 in June, 
1922. Exports, however, rose only 
from $177,814,085 to $186,246,240. 

Exchange rates and foreign-trade 
figures are not at all encouraging. 
What of other signs? We are in- 
formed directly and indirectly that 
Europe cannot pay the debts it owes 
us; that the financial strain on banks 
and governments is so serious that 
bankruptcy constantly threatens. 
What аге some of the facts supporting 
these contentions? 

Reserves of the central banks are 
one index worth noticing. The per- 


Exports амр IwPonTS Untrep STATES TO Europe 1914 Амр 1022 


1922 


1914 (reduced by Per cent 1922 
one-third) of 1914 
Exports from the United States to 
Europe.... .... ....... . $1,486,498,720 $1,378,018,404 94 
Imports from ich to the United 
States. . . 895,609,868 558,649,140 61 





fact that the price level in the United 
States was for the fiscal year ending 
June 80, 192%, about 50 per cent above 
that of 1914, our conclusions must be 
modified. A comparison of the fiscal 
year ending June 80, 1922, with that of 
1914 is shown in the table above. 

Reducing the 1922 figures by one- 
third to allow for the fact that prices 
are about 50 per cent above the 1914 
level shows exports are about 94 per 
cent of the 1914 level, and imports 
only 61 per cent. This calculation 
ig a very arbitrary one and must not 
be considered as accurate, but it gives 
a more correct view than the Heus 
as first stated. 

While these figures are и. 


centage of gold reserve to deposit 
and note-issue liabilities for the banks 
of issue of several of the leading coun- 
tries for 1913 and for June, 1092, is 
as follows: 


PERCENTAGE OF Сор Reserve to РЕРОШТ 
AND Nors Issue ТлаВИЛТТЕВ 











1918 - 1922 
(per cent) | (per cent) 
Bank of England . 44 29* 
Bank of France . 62 14 
Bank of Germany 40 00 5 
Italy (ree banks of 
issue) а uae 58 6 








* Includes gold held by Bank of England and by the 
‘Treasury as note reserve. 
+ Figures are for May instead of June, 1922. 
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In so far as the percentage of gold 
reserve to deposits and note issues 
may be of importance, there is cer- 
tainly a serious change. Reports re- 
garding the financial condition of the 
various governments are no less alarm- 
ing. Last May England secured a 
balance in her budget for the coming 
year only by the elimination of her 
sinking fund, and opposition critics 
are loud in their denunciations of what 


they consider a dangerous optimism. 


in many of the budget estimates. 
The French Government at the time 
of this writing has not decided how to 
meet a prospective deficit of 3,600,- 
000,000 francs for the coming year, 
the proposals thus far made having 
been bitterly attacked. The Italian 
Government reports a deficit of 6,500,- 
000,000 lire for the year just ended, 
and forecasts one of 4,000,000,000 
lire for 1993. The German budget 
is in so chaotic a condition that any 
statements of the amount of the deficit 
for the current year would be worthless. 

Certainly the external signs are 


such as to warrant our concern over 
the condition of our debtors and cus- 
tomers. Moreover, we have referred 
to only four countries—those pre- 
sumably of most importance to us. 
While some, as those neutral during 
the war, are in better condition, 
others, such as Austria, Poland. and 
Russia, are still worse. 

It is said that the United States 
must do something, and numerous 
attempts are being made to influence 
American public opinion. As usual, 
the statements made are supported 
by only a few facts, and they fre- 
quently picture only a part of the 
situation. Our attempt in this study 
will be to present all of the important 
economic facts that should be ex- 
amined to help us understand con- 
ditions in the leading countries of 
Western Europe. With these be- 
fore us, we can then analyze more 
intelligently the various propositions 
that are being made and can indicate, 
at least in outline, what measures, 
if any, we should adopt. 


Chapter III 
ITALY 


In the first chapter of this study 
there ‘was attempted an appraisal 
of the economic importance of Europe 
to the United States. The conclusion 
reached was that Europe is now in our 
debt, to an amount totalling perhaps 
$14,024,951,869, and that we feel the 
creditor's natural concern over the 
status of outstanding accounts. But 
even more important is the fact that 
our economic organization is so closely 
interlaced with that of Europe, and 
so dependent from day to day on 
its proper functioning that weecannot 
ignore conditions there. Europe al- 
ways has been and, for many years to 
come, will be more important to us 
than any other continent. 

3 


Our second chapter cited conditions 
abroad as they are represented by 
many observers and as they are re- 
vealed by a brief examination of ex- 
change rates, trade movements, bank 
reserves and government budgets. 
This susvey showed such grounds for 
concern that there seems ample war- 
rant for looking more carefully into 
the situation. 

Necessarily some limits must be set 
to such a study, and this has been done 
by choosing Italy, France, Germany, 
Great Britain and Belgium for special 
examination. This selection has been 
determined by a number of considera- 
tions. Eastern Europe has been elimi- 
nated because of the difficulties of 
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presenting an accurate picture of con- 
ditions where there is so much chaos, 
and because there is general agreement 
regarding the unfortunate state of af- 
fairs there. No attempt has been 
made to analyze conditions in such 
newer states as Czecho-Slovakia and 
Jugo-Slavia, because of their brief his- 
tory and the consequent difficulties of 
reaching many conclusions as to what 
is at all normal for them, and because 
uncertainties may reasonably be ex- 
pected in their early history. More- 
over, their future depends largely on 
the stability of the older countries 
about them. Another reason for the 
choice is that the direct trade relations 
of the United States with the countries 
analyzed are for the most part more 
important than with the others. Fi- 
nally, the writer has recently been in 
the countries chosen, and has had 
opportunity to check his conclusions. 
His choice of countries visited was of 
course determined by the considera- 
tions just mentioned. 


Iraty’s Resources AND POPULATION 


First in the list is Italy. Her area 
prior to the war was 110,023 square 
miles, and her estimated population 
was 34,671,000, a square mile density 
of 318, which compares with about 
31 for the United States in 1910. 
This dense population lives'in a coun- 
try which lacks fertility of soil, has no 
coal, and possesses but & very small 
amount of minerals. In the face of 
these physical handicaps she has sup- 
ported a large population only at a low 
standard of living, the per capita in- 
come being estimated at $119 per year 
just prior to the war. (Per capita 


i See Income in the Untied Staies, by the 
National Bureau of Economic Research, In- 
corporated, p. 85. This estimate is adapted 
from that in an article by Sir Josiah Stamp in 
the Journal of the Royal Statistical Socicty, 
July, 1919. 


income for the same year in the United 
States was $335.) Considerable relief 
from the strain of supporting her grow- 
ing numbers was secured by an emi- 
gration averaging 692,340 per year 
from 1910 to 1918. This not only 
kept down somewhat the number of 
people to be supported from the pro- 
ductivity of the home country, but 
these emigrants sent back each year 
considerable sums that aided in offset- 
ting a heavy unfavorable balance of 
trade. A country lacking in coal 
could hardly be expected to develop 
large industries, yet Italy has in recent 
years done this, although having to 
rely on heavy imports of fuel while 
developing with considerable rapidity 
her large sources of water power. 

Under these conditions Italy was, 
prior to the war, a country which was 
importing each year goods worth 
about 1,200,000,000 lire more than 
the value of her exports. This excess 
of imports amounted to 1,134,000,000 
lire in 1913, and averaged 1,207,000,- 
000 lire for the period 1909 to 1913. 
In order to make her problem of to- 
day clear, it is worth while to notice 
the nature of her foreign trade as it is 
shown by the following table: ? 


MrxscHANDISE Імровтв AND Exrorts— 
ANNUAL AVERAGE, 1909-13 


(Million. lire) 











Merchandise Imports | Exports 





Foodstuffs ........ .. 649 
Raw materials .. . .. 816 

Semi-manufactured 
articles.... . .. 582 
Manufactures... .... 665 
2,212 


2 This table is taken from an article by Walter 
B. Kahn Sin The Review of Economic Statistics, 
April, 1991, p. 88. The article by Mr. Kahn is 
largely based on a study by Professor Giorgio 
Mortara entitled Prospettive Economiche. 
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The poverty of the soil of Italy and 
her lack of coal and minerals, together 
with the extensive industrialization, 
particularly in the northern part of 
the country, made necessary the im- 
portation of fertilizer, coal, iron, cot- 
ton, wool, cereals, etc. as well as 
shoes, cotton and woolen goods, ma- 
chinery and other manufactured ar- 
ticles. It should be noticed that a 
considerable amount of food (694,000,- 
000 lire) and raw materials worth 
1,275,000,000 lire were being imported 
annually. Italy was depending on the 
outside world for an important amount 
of food and raw materials, and on 
foreign markets for foodstuffs, raw 
materials and manufactures amount- 
ing to 2,919,000,000 lire. Нег com- 
bined imports and exports amounted 
to 5,631,000,000 lire, which is 162 lire 
or about $82 per capita. 

A difference of 1,207,000,000 lire 
had, of course, to be made up by cer- 
tain so-called invisible items, there 
being four in Italy’s case—remittances 
of her emigrants who sent funds back 
home, expenditures of tourists in Italy, 
freight earnings of her merchant marine 
and interest оп herinvestments abroad, 
the first two being the most important. 


Trauy’s Этате FINANCES 


Another aspect of Italy’s pre-war 
situation that calls for attention is the 
condition of her government financing. 
Her fiscal history has been one of ex- 
tremes, varying from periods when the 
budget was well-balanced to the other 
extreme, when the deficits were large. 
In the three-year period 1911—14 just 
before the war, the deficits totalled 
588,440,000 lire? By 1918 the gross 


з For an excellent analysis see “The Growth 
and Present Situation of the Public Finances of 
Italy,” by Luigi Einaudi in The Economic 
Journal, December, 1915, p. 408. The state- 
ments of the government deficit are taken from 
that erticle. 


debt had become 15,069,000,000 lire, 
which was 484.7 lire or $83.90 per 
capita.* 

We have concentrated attention 
on just two features of the Italian pre- 
war situation, because they are the 
ones of most importance today, par- 
ticularly to the United States. They 
may be summarized briefly. Italy 
is a densely populated country with 
a low standard of living. Before the 
war she had regularly an unfavorable 
balance of trade, the annual excess of 
imports being met by remittances of 
emigrants and by expenditures of 
tourists. Her tax system was on the 
whole a good one, but she had accumu- 
lated a very large public debt that was 
probably as heavy as her people could 
carry without a serious strain. 

Details of Italy’s war economics 
need not be recited, but we may keep 
our attention centered on the two 
items just mentioned—her balance 
of trade and her government finances. 
Her world interest centers on her 
ability to pay her way by delivering 
each year to the people of other coun- 
tries goods and services whose value 
is sufficiently great to pay for the 
goods and services furnished by other 
peoples to her, and in addition meet 
at least the interest on her obligations 
held abroad. An analysis of these two 
questions will take us into several 
other features of her economic life, 
but they should be kept in mind as 
the important matters about which 
our interest centers. 


Iraty’s Trape BALANCE SINCE Tum 
War 

What is the condition of her balance 

of trade? The table on page 20 gives 

the figures for the period 1913 to 1921. 

It should at once be pointed out 


1 League of Nations, Memorandum on Public 
Finance, 1922, pp. ХҮП and XVIII. 
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that these statistics furnish a number 
of difficulties. One is the change in 
the methods of calculating values em- 
ployed by the Italian Statistical De- 
partment after July 1, 1921. The 
figures have, however, been corrected 
for this, and the items for 1991 and 
1922 are comparable with those of 
previous years. 

A difficulty much harder to correct 
is that afforded by the fluctuating 
value of the lire. Although in 1920 
the import balance was over 15,000,- 
000,000 lire, compared with a pre-war 
balance of 1,200,000,000 lire, and so 


lire import balance of 1920 is reduced 
to 28.4 per cent of that amount, the re- 
sulting 4,273,488,864 lire® is a sum more 
accurately comparable with the 1,207,- 
000,000 lire, which was the annual 
average for the period 1909-13. It 
wil be noticed that this amount for 
1920 is about three and one-half times 
as large as that for the earlier date. 
A similar calculation for 1921 gives 
1,655,537,984 lire, or about one and 
one-third times the pre-war balance. 

It should be repeated that this is a 
very rough and very arbitrary cal- 
culation from which hasty conclusions 


Traian Foreign Trape * 
(lire, 000's omitted: 




















Year Imports Import Balance 
1018.. . 9,645,624 2,511,636 1,133,988 
1914... za 2,923,344 2,210,400 719,944 
1915... 4,708,582 2,583,440 2,170,092 
1916. . А M be 8,390,244 9,088,284 5,801,960 
1017... . Р а des А 13,990,152 8,808,508 10,681,644 
1918 .... К 7 : e" 16,038,672 8,944,712 12,603,960 
1919.. . . . . Vu chen See 10,623,264 6,065,748 10,657,516 
1990. ..... WU. Mu бл a 26,821,620 11,774,124 15,047,490 
1821.......... . dec OFE he ibas. 14,901,096 7,825,020 7,075,376 





* These figures are prepared from the monthly averages ая given 1n the League of Nations Monthly Bulletin of 


Statuitics, June, 1022 


geems to be over twelve times as large, 
the burden must be considered in the 
light of the fact that in 1920 the lire 
was very greatly depreciated in terms 
of gold. Just how much to allow for 
this depreciation cannot readily be 
determined, but the difficulty in- 
volved may be clearly illustrated by 
very arbitrarily taking an average be- 
tween the high and the low quotations 
for lire during 1920. The highest 
level was at the beginning of the year 
and was $9.1 per cent of gold parity, 
while the lowest was at the end, and 
was 17.7 per cent of gold parity. A 
simple arithmetical average of the two 
is 28.4 per cent. If the 15,047,496,000 


should not be drawn. It indicates, 
however, that the unfavorable trade 
balance to be offset in 1920 was by no 
means so serious as the figures suggest 
if one allows for the depreciated lire. 
On the other hand, the 1,655,000,000 
lire balance secured for 1921 is prob- 
ably smaller than that of the average 


t Dr. Francesco Giannini, in The Manchester 
Guardian Commercial, "Reconstruction in Eu- 
rope," Section One, р 94, estimates this at 
3,£41,020,000 lire, and points out that in that 
year "zemittances from emigrants were greatly 
reduced and the receipts from the tourist traffic 
were thén almost negligible." It should be em- 
phssized that our estimate in the text makes no 
pretense at being exact, but is presénted merely 
to illustrate the principle involved. 
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year in the future, because 1921 was а 
year of such world-wide trade de- 
pression. A return of business to a 
more normal condition would pre- 
sumably mean an increase of both 
imports and exports and probably a 
larger difference between them than 
that of 1921. 

It seems, therefore, fair to conclude 
that developments to date indicate 
that Italy’s trade balance shows a 
considerably wider gap to be filled 
by invisible items than in the years be- 
fore the war. These items are chiefly 
two—emigrants’ remittances and tour- 
ists’ expenditures in Italy, and the 
depreciation of the Italian lire will 
correspondingly increase these amounts 
since the funds come from abroad. 
In each case the foreign money must 
be converted into lire and the greater 
the depreciation of Italian exchange 
the more lire can be secured. This 
is true, of course, only in so far as 
these payments have been and con- 
tinue to be from countries whose 
currency is at a premium in terms of 
the lire. Unfortunately, calculations 
are impossible because of a lack of 
sufficient data. 

The evidence thus far does not prove 
that Italy’s trade balance is impossible 
of adjustment by means of invisible 
items. But there are several unknown 
factors. Italy relies on imports of 
foodstuffs, raw materials and coal, 
whose prices in the years to come are 
among the uncertainties. Like the 
other countries of Western Europe, 
she has developed an industrial life, 
and relies on importations of foodstuffs 
and raw materials and on exports of 
articles locally grown or manufac- 
tured. Restoration of trade is less 
vital to her than to England, but much 
more so than to France. А 

$ See e.g. the article in this уоште, Ъу Pro- 


fessor J. A. Todd, and his comments on the 
future of raw cotton. 


Much depends then on freedom of 
trade and moderate prices for the 
articles that Italy must import. Also 
much depends on her total annual 
payments abroad not being increased 
by any other amounts to a sum ap- 
preciably greater than the amount we 
have named. But thus far Italy has 
not been paying interest on the gov- 
ernment’s foreign debt and if these 
payments are started the strain will 
be correspondingly increased. With 
the exception of small surhs due to 
Sweden and the Netherlands, this 
debt amounted on June 30, 1921, 
to approximately $3,494,046,000 (£ be- 
ing converted to dollars at $3.00). 
Interest on this at 5 per cent is $171,- 
702,300. Converted into lire at the 
level used above for the year 1921 
(which was 23.4 per cent of gold 
parity), there is an extra annual 
burden of 3,804,184,000 lire to allow 
for. If one assumes the mint par 
of 19.3 cents for the lire, the burden 
would be 889,649,000 lire. As already 
pointed out, Italy’s ability to meet her 
other obligations is not clear, although 
we might be inclined to give her the 
benefit of the doubt. 'This extra 
burden is an impossible one unless there 
are prospects of a great improvement 
in Italian economic conditions, and 
to this we may now turn our attention. 


Тн INTERNAL Economic Srrva- 
TION’—AGRICULTURE 


In Italian agriculture 1920 was the 
poorest post-war year, 1921 showing 
a marked improvement. In the latter 
year a few crops were nearly back to 
or even above the 1913 yield, but most 
of them were still below. The table on 
page 22 shows the yields of a number 
of them. 


7 At the time of this writing statistical in- 
formation for 1922 is for the most part not 
available, and we must rely chiefly on data up 
to and including 1921. 
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Ул or РрічстрАІ, Irauan Fanm Crops 
(in thousands of quintals) 


























Per cent of 

1921  |1991 to 1918 
52,482 89 
1,481 100 
2,256 95 
5,488 86 
4,700 86 
24,000 8T 
4,000 88 
15,000 83 
15,000 55 
1,000 111 
95 96 
59,000 65 
83,000 63 





* Yield in thousands of hectolitres 


In most particulars this table is 
very encouraging. Of the thirteen 
crops named, ten are well back to the 
1918 standard, two of the least im- 
portant, rye and hemp, being equal 
to or &bove it. Three of the most 
important, however, sugar  beets, 
grapes and wines, are still far below. 
The sugar beet crop for 1921 was well 
&bove that of 1920, and seems to be 
coming up as acreage increases, but 
the grape and wine yield are very low 
in spite of the fact that the acreage 
reported was nearly as greet in 1921 as 
in 1918. This poor showing was, how- 
ever, probably due largely to the 
drought, as there was a marked 
decrease in 1091 from the output of 
1920, which was some 80 per cent 
of 1918. . 


Minne 


Italian agriculture is recovering, 
and encourages the conclusion that 
it will shortly attain the standards of 
pre-war days, although there seems to 
be nothing as yet to indicate that pre- 
war output will be surpassed. But 
in recent years industry has played 
an increasingly important part: in 


Italian economic life, and should next 
claim our attention. A pamphlet 
entitled Features of the Italian Eco- 
nomic Situation states: 8 

Not only had the quantity of Italy's ex- 
ports and imports changed, but their 
quality had been likewise altered as a 
result of the progressive industrialization 
of the country. Raw materials and semi- 
manufactured goods, which in 1892 ac- 
counted for only 51.6 per cent of our im- 
ports, had risen in 1913 to 57.3 per cent of 
the <otal. Our exports of manufactured 
goods, which in 1892 were only 12.7 per 
cent of the total, had risen in 1918 to 32 
per cent. 

This same pamphlet furnishes sta- 
tisties of the output of the Italian 
mines, from which the nine most im- 
portant minerals have been chosen, 
the column of percentages having been 
added, as shown by the table on page 23. 

It will be noticed that conditions 
in nining are much less satisfactory 
than in agriculture. In only two in- 
stances is the productivity greater 


*'Thispamphlet is published by the '' Associa- 
tion of Italian Joint Stock Companies—Gen- 
eral Confederation of Italian Industries,” and 
is an interesting, valuable and very frank state- 
ment of economic conditions in Italy. 
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Leaping Propucts or [TALIAN Mines AND QUARRIES 




















(metrio tons) 
Percentage 
Mineral 1918 1921 of 

1921 to 1918 
Tron ore 608,116 $89,096 279,980 46 
Copper 89,487 14,450 22,700 25 
inte 44,654 40,064 26,500 59 
Zinc...... .. s 168,278 95,985 69,000 43 
Tron pyrites..... .. > 817,884 891,589 448,600 141 
Sulphur and crushed sulphur ore 406,406 296,592 $13,400 77 
Lignite.......... 708,079 1,789,922 1,134,250 160 
Aspbaltic and bituininóts d 171,097 107,626 92,400 54 
Marble... ..... > 509,842 852,421 254,000 49 





than that of 1918—iron pyrites and 
lignite—and both of these are con- 
siderably below recent high levels. 
The output of the former was 500,782 
tons in 1917, and of lignite 2,171,397 
tons in 1918. The lignite output was 
less in 1921 than in 1920. 

Turning from mining to manu- 
facturing, we find a better situation 
in textiles, which have suffered se- 
verely from the world-wide depression 
but seem to be recovering, especially 
sik and cotton, while the condition 
of woolen goods and chemicals is not 
unduly discouraging. Glass, pottery, 
paper and musical instruments are 
apparently facing more serious ob- 
stacles, particularly because of foreign 
competition, while the metal trades 
are still very weak.? 

Because of its bearing on both the 
economic and financial situation in 
Italy, special reference should be made 
to the metal industry. This industry, 
it must be remembered, has been de- 
veloped in spite of serious handicaps. 
Italy’s supply of iron ore is satis- 
factory neither in quantity nor quality, 


% бее Report on the Commercial, Industrial 
and Economio Situation of Italy in December, 
1921, by J. H. Henderson, Commercial Setretary 
to H.B.M. Embassy, Rome. Department of 
Overseas Trade, London, p. 27. 


and she has no coal. She imported in 
1919 а total of 216,700 metric tons 
of cast iron in pigs and 806,700 metric 
tons of iron and steel in semi-manu- 
factured form. Her imports of coal 
the same year were 6,226,500 metric 
tons, 

During the war the metal trades 
were stimulated and greatly expanded. 
The cessation of war orders and the 
general industrial depression beginning 
in 1920 meant a collapse, and brought 
with it disastrous consequences, not 
only to such companies as the Ilva 
and the Ansaldo, but to the banks 
with which they were closely associ- 
ated. 

As yet the difficulties of the great 
metal concerns have not been fully 
adjusted. Their failure would mean 
such widespread disaster that it may 
be assumed that every effort will be 
made by, the banks and by the govern- 
ment to save them. There are, how- 
ever, certain fundamental weaknesses 
that cannot be ignored in an appraisal 
of the situation. Italy lacks coal and 
does not have an adequate supply of 
iron ore. Her hydroelectric plants 
when sufficiently developed will in time 
offset partially the lack of coal, but 
the basis for industry is weak as com- 
pared with Germany, the United 
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States and England, whose compe- 
tition will always be a peril. Tariffs 
on manufactured steel products may 
save the home market, but only 
with a consequent burden of high 
prices. 

Just how weak the situation still 
is in the metal industry is well illus- 
trated by certain statements recently 
made by a director of one of the very 
largest of these companies. This di- 
rector expressed a very high degree 
of optimism over the improvement 
in business and the outlook for the 
immediate future. In reply to ques- 
tions he explained that orders were 
coming in, especially from the govern- 
ment, for railroad equipment. When 
asked how a government facing a 
deficit of 5,000,000,000 lire for the 
year (this being the amount made 
public at that time) could pay for 
large amounts of equipment, he ex- 
plained that of course payment was 
made, not in cash, but in government 
bonds. When he was reminded that 
this did not give his company working 
capital, he further explained that 
these government bonds were dis- 
counted at the banks to get funds for 
further operations. How long this 
method of supplying business can 
be maintained depends on the credit 
of the government and the strength of 
the banks. 


THe Rarmroaps 


Assistance of this sort to the metal 
industry and to the railroads from 
the government and the banks has 
a threefold justification, in spite 
of its weaknesses. One is the fact 
that these large concerns did fur- 
nish valuable aid during the war and 
there may be a certain amount of 
public responsibility for giving them 
assistance today. A second reason 
is the serious consequences to Italian 
finance and industry if they should 
fail. The third is the real need for 
reconstruction on the railroads and 
the indirect advantages to Italy as a 
whole to be gained by bringing them 
back to pre-war standards or even 
improving them. 

But there is still a heavy drain on 
Italy in this connection. In 1918—14 
the railways were being operated at 
а, profit, though a small one, perhaps 
less than 1.5 рег cent." The change 
since that time is shown in the com- 
parative figures И in the table below. 

A deficit must be met from some 
source, and this one is carried by the 
state. In the government budgets for 
1921-22 and for 1992-93 the items of 
expenditure shown in the table on page 
25 appear under the heading *' Contri- 
butions to Public Undertakings”: ex- 
pendituresfor other public utilities than 
the railroads are for convenience in- 


Ваплулу RECEIPTS AND EXPENDITURES 
• (1270, 000,000 omitted) 

















р . Surplus (-+ 
Year Receipts Expenditures ae D: 00 2 
1918—14 615 517 + 98 
1919-20 1,996 2,856 — 860 
1820-21.. 3,252 4,297 — 1,045 
u— 2 


0 See Einaudi, op. cit., p. 508. 


п Taken from Features of the Italian Economic Situation already referred to. 
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cluded.* The figures are given in 
thousands of lire, i.e., with 000 omitted. 

How justifiable these exact sums 
are the writer does not know, and 
merely records the facts with the 
eomment that these appropriations 
mean & certain amount of additional 
strain on the treasury, and also the 
diversion of considerable amounts of 


of the business depression. Because 
of her location, her long coast line, 
her good harbors, the necessity of im- 
porting foods and raw materials and 
of marketing many products abroad, 
she has felt the importance of a large 
merchant marine. On June 30, 1922 
she had 2,600,000 tons, as compared 
with 1,428,000 gross tons in 1914, 


GOVERNMENT APPROPRIATIONS FOR Ривс Urmiries 
(lire, 000’г omitted} 














Budget Estimates for the Financial 

















Years Ending: 
Contributions to Public Undertakings: 
June 30, 1922 June 80, 1923 
Postal, Telegraph and Telephone services 101,422 858,882 
Railways for Capital Outlay. . .... 369,891 660,000 
Construction of New Railways.... ..... ~ 80,000 $00,150 
Totals 561,818 1,914,082 


capital and labor to railway reconstruc- 
tion and improvements. Only a rail- 
way expert can pass judgment in detail. 

Again attention must be called to 
the fact that the amounts mentioned 
must for some purposes be discounted, 
especially when one is comparing the 
post-war period with pre-war days. 
The depreciation of the lire is from its 
old parity of 19.3 cents to the current 
quotation (which at the moment of 
this writing is 4.20 cents). Later we 
shall stress the other side of this 
question, but in this connection it 
may be emphasized that the price 
level of Italy is high, and that a deficit 
of 1,000,000,000 lire or a state ex- 
penditure of a similar amount is in 
the immediate present only about 
one-fifth as heavy a burden as the 
same amount would have been in 1918. 


ITALIAN SHIPPING 
Like that of other countries,” Italian 
shipping is suffering from the effects 


п League of Nations, Memorandum on Public 
* Finance, p. 78. А 


an increase of 1,172,000 tons or 89 
percent. InJunelastit was estimated 
that one-quarter of her merchant 
ships were idle, while unemployment 
in the shipbuilding industry was par- 
ticularly serious.“ Government sub- 
sidies of 20,000,000 lire in 1914 have 
been increased and it is now proposed 
to pay out $26,000,000 in the period 
1922-26.5 These suggest the problems 


13See The New York Herald (Paris edition), 
June 7, 1922. 

м An interesting difficulty is faced by some of 
the Italian passenger lines. In May last the 
writer was invited to visit a passenger vessel 
just being completed in one of the shipyards at 
Genoa. ‘This ship had been started before Italy 
entered the war, construction being halted for 
several years and lately renewed, the intention 
at that time being to place it in the Italy-New 
YXorkservicein June. The vessel wasconstructed 
to carry 70 first class passengers and 1,900 steer- 
age. With the recent American limitations on 
immigration the earning capacity of such a 
vessel largely disappears if, as the steamship 
companies contend, their profits come chiefly 
from the third class traffic, Several sister ships 
of the one visited were being completed and were 
to he put into service a little later. 

35 Commerce Reports, August 14, 1922, p. 475. 
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that are being faced, and the additional 
strain placed on government finances. 


UNEMPLOYMENT 


A word should be said about un- 
employment. The industrial situa- 
tion as described suggests that there 
must be a very considerable number 
of unemployed in Italy, but it is im- 
possible to find estimates over a very 
long period of time. The figures 
below are the only ones available, 
and are taken from the Federal Reserve 
Bulletin, August, 19092, p. 048.5 Ital- 
ians state that comparisons even 
during the period included are apt 
to be misleading, but no one denies 
that the amount of unemployment 
has been and is serious. It may be 
added, as pointed out in the Federal 
Reserve Bulletin from which the figures 
are taken, that the decline since Feb- 
ruary is hard to interpret. “It re- 
mains to be seen whether this decrease 
in unemployment represents an im- 
provement in industry or a readjust- 
ment of labor, by the return to the 
farms of workmen drawn into industry 
during the period of war time inflation.” 
A reduction, however, if a real one, 
does mean a lessening of distress, 
and it may also mean in this case a 
shift that in the long run is better 
for Italy. 


Two years ago another serious fac- 
tor was involved—revolutionary radi- 
calism. "Today the consensus of opin- 
ion seems to be that this need no 
longer be feared. Labor agitation 
and strikes are frequent and may be 
expected to continue, but there is said 
to be no probability of & renewal of 
agitation for proletarian seizure and 
operation of factories. There is, how- 
ever, a strong socialist movement of 
& more conservative sort, and the 
struggles and frequent clashes be- 
tween the Fascisti and the Socialists 
are an unfortunate and retarding in- 
fluence in Italian economic life. 


A Summary OF THE Economic 
SITUATION 


This survey is one which has so far 
as possible considered the economic 
situation in Italy as distinct from the 
financial, which must be examined 
next. But first the survey may be 
summarized by stating that Italy is a 
country of limited natural resources. 
Its dense population has a low standard 
of living, and any payments abroad, 
as, for example, for interest and princi- 
pal of war debts, must come from an 
increase of productivity, rather than 
from an economy that would reduce 
Italian standards of living. 

In the past there has been regularly 


UwrwrLovwzNT IN lrALY at Етият or Each Monta 














1921 





Month 





Number 





541,775 
606,819 
576,284 
498,606 
481,724 
410,107 
372,000 
884,242 


1 Figures for June, July and August are taken from Commerce Reports. 
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an excess of imports, this excess being 
paid for chiefly by foreign tourists 
traveling in Italy, and by the remit- 
tances of Italian emigrants residing 
in other countries. lt is quite doubt- 
ful whether these sources of income 
will be sufficient to meet this un- 
favorable trade balance during the 
next few years, and it is certain that 
Italy cannot for some time, if ever, 
make payments on her foreign debts. 
This is a matter of simple economic 
fact, and not a question of legal or 
moral obligation. 

Moreover, an increase in productiv- 
ity can be secured only in the face 
of certain serious handicaps. Foreign 
travel in Italy may increase and be 
of some assistance, but for some time 
to come the merchant marine may be 
a source of expense rather than of in- 
come. The present attitude of the 
United States toward immigration 
prevents any large influx of Italians 
who will in any direct way pay us 
with their labor. 


ITALIAN FINANCES 


The problem is further complicated 
by the financial situation, which may 
be examined under three heads— 
private finance, banking and govern- 
ment finance. 

During the war period and for about 
two years after prices rose in Italy 
as in other countries. There was a 
rapid and extreme rise in prices to the 
high point in 1920 (the index number 


was 624.4, with 1918 taken as 100). 
In other words, prices became more 
than six times pre-war, whereas in the 
United States they reached no more 
than about two and one-half times 
pre-war, and in the United Kingdom 
only slightly more than three times 
pre-war. A second noteworthy fea- 
ture is that the price level:is still more 
than five times pre-war, the figure for 
June, 1922, being 537.4. This may 
or may not be fortunate for the people 
of Italy, but certain implications follow 
that will be pointed out later. A third 
feature is the sharp fall beginning in 
January, 192%, and continuing into 
April, the decline in May being rather 
slight. Since then the trend has been 
upward. 

In a period of rising prices certain 
phenomena ordinarily appear. One 
of them is & period of at least apparent 
prosperity during which business is 
active and profits increase. Since 
prices are higher all operations call 
for a larger expenditure of money, and 
corporations adjust their capitali- 
zation accordingly. It is said that 
they "need more capital," and they 
get it by increasing their capital issues, 
i.e., by putting out more stocks and 
bonds. 

The extent to which this has been 
done is indicated by the summary 
below, which gives the number of 
Italian joint stock companies and their 
issued capital on certain dates." 

An examination of these figures 


GROWTH IN CAPITALIZATION OF ІтАТЛАМ CORPORATIONS 











Date Number of Issued Capital 
Companies (in lire) 
December 31, 1914. . 2,957 5,516,665,527 
December 81, 1918 . Р 3,821 5,831,412,473 
December 81, 1919... р * ; 4,422 12,848,241,834 
December 81,1021... .... . .. .. ..... 6,169 20,407,151,156 








17 Features of the Italian Economic Situation, pp. 28 and 29, 
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shows that from 1914 to 1921 the 
number of corporations more than 
doubled, while their issued capital 
nearly quadrupled, the increase being 
272 per cent. From 1919 to 1921 
there was an increase of 39.5 per cent 
in the number of corporations and 
of 59.8 per cent in the volume of 
issued capital. These increases con- 
tinued through January of the current 
year (1922), but in February a reverse 
movement set in. As early as in the 
latter half of 1921 reductions appeared 
in some directions, but were still offset 
by increases in others. 

These figures do not seem very large 
when compared with the rise in the 
price level, but are significant when 
one remembers that prices have not 
yet fallen to any very great extent. 
These corporations have obligated 
themselves by bond issues to pay out 
very large sums in interest payments. 
Failure to pay these amounts when 
due means bankruptcy, while in- 
ability to pay a reasonable rate of 


return on outstanding stock means a 
fall in the quoted prices of the stock 
and general financial embarrassment. 
It is probable that many of the weaker 
concerns would succumb if prices 
should decline, while even the strongest 
would be compelled to write off large 
amounts in their balance sheets, as 
has been done by many of the largest 
and strongest corporations in the 
United States and in Great Britain. 
Italian corporations have not yet gone 
through this period of readjustment, 
and if prices start downward numer- 
ous bankruptcies will probably occur. 
There have, of course, been some, the 
most spectacular being the failure of 
the Banca Italiana di Sconto 5 and 
the well known difficulties of the Iva 
and Ansaldo companies, but there 
has been no general readjustment. 
Yet the pressure is already being felt 
as is shown by the rapid growth in 
the number of business failures in 
1921 and 1999.1? 

There is already to be noticed an 


Noumeer or Bustness FAILURES IN 1921 AND 1922 





1921 


Month 





November 
December. 














18 For an account of the failure of the Banca di Sconto, её an article by Piero Sraffa in The Eco- 


nomic Journal, June, 1922, p. 178. 


19 Furnished to the writer by Mr. Charles E. Lyon, Acting Chief, Western European Division, 
Bureau of Foreign and Domestic Commerce, Washington. 
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ominous increase in the number of 
reported failures. There is a decline 
in the numbers for August, the move- 
ment perhaps having been checked by 
the recent advance in prices. 

There has been no great deflationary 


movement so far as commodity prices \ 


are concerned, and the decline this 
year in the volume of new security 
issues is characterized by the Federal 
Reserve Board” as “a drying up of 
capital investments rather than any 
deflation of commodity prices.” If 
prices fall these corporations will ex- 
perience difficulty in maintaining their 
obligations, even though the volume 
of business should remain unaltered. 
If, as is probable, a price decline 
means a smaller physical volume of 
business and a very acute depression, 
the effects will be still worse. 


Влмкіма CONDITIONS IN lTALY 


Next we may examine the conditions 
of Italian currency and banking. 


29 


Paper money in Italy is issued by the 
government and by three banks of 
issue—the Bank of Italy, the Bank 
of Naples and the Bank of Sicily. 
The issues on certain specified dates 
are shown in the table?! below. 

This table has several features of 
interest. Note issues, both state and 
bank, increased rapidly during the 
war and until the end of 1990, when a 
maximum of 22,277,000,000 lire was 
reached. There then came a decline 
followed by another increase in De- 
cember, 1921, when the total nearly 
reached the high level of the year be- 
fore. There has this year been another 
decline to about the level of June, 
1920. These figures cannot be fully 
understood without the aid of the 
compilation of the note issues of the 


banks (State notes are not included 


since they did not change in amount 
during the period? as shown by the 
table on page 80.) 

This table makes clear that the 


Nores IN CIRCULATION IN ITALY 
(in lire, 000,000' s omitted) 











Bank of Bank of Bank of 

Dates State Notes Italy Naples Sicily Total 
Dec. 81, 1918 . 499 1,764 418 101 2,782 
Dec. 81, 1914 . . 657 2,162 629 145 3,598 
Dec. 31, 1915 1,082 3,040 771 157 5,050 
Dec. 81, 1916.. 1,317 8,876 946 190 6,329 
Dec. 81, 1917 . 1,841 6,589 1,575 $10 10,265 
Dec. 81, 1918 . 2,387 9,228 2,102 425 14,087 
Dec. $1, 1919 .. 2,534 12,692 2,977 612 18,815 
March 81, 1920 2,582 12,045 8,168 "794 18,464 
June 80, 1920 . 2,538 18,828 3,284 705 ' 20,855 
Sept. 30, 1920 2,545 14,908 8,287 722 21,457 
Dec. 81, 1920 . . 2,545 15,437 3,596 768 22,277 
March 81, 1921 . 2,546 14,488 8,524 757 21,310 
June 30, 1921 > 2,544 18,927 3,432 800 20,708 
Sept. 80, 1921.. . 2,545 14,322 8,123 ти 20,701 
Dec. 81, 1921. . 2,545 14,847 8,576 786 21,754 
March $1, 1922 2,546 > SAG *18,112 i 20,658 
June 30, 1922 3,546 17,664 20,210 














*The figures for 1922 are for the three bafiks combined. 


2 Federal Reserve Bulletin, August, 1922, p. 947. 


3. The figures for 1913 to 1921 are taken from the League of Nations, Memorandum on Currency, 
pp. 40 and 41, and those for 1922 from the Federal Reserve Bulletin, August, 1922, p. 1018. 
n Taken from Federal Reserve Bulletin, August, 1922, p. 1018. 


30 Tur ANNALS OF THE AMERICAN ACADEMY 


Nors Issuzs or IriníN BANKS 
(in lire, 000,000’s omitted) 











Dates 








Dec. 31, 1920 
June 30, 1921 
Sept. 80, 1921 
Dee. $1, 1921 
March 81, 1922 
June 80, 1922 





Commercial Circulation for 
circulation account of the state 
8,988 10,748 
9,487 8,722 
9,785 8,395 
10,804 8,505 
9,689 8,523 
9,815 8,049 





decline of circulation in 1991 was due 
to a decrease in the “circulation for 
account of the state," the Italian 
Government first reducing its obli- 
gations to the banks by 2,000,000,000 
lire, and later reducing them by nearly 
700,000,000 lire more. The commer- 
cial circulation, on the other hand, 
is 770,000,000 lire higher than in De- 
cember, 1920. Its general tendency 
has continued upward, with a partic- 
ularly large increase in December, 
1921, due to the fact that at the time 
of the failure of the Banca Italiana 
di Sconto the banks of issue assumed 
some of its liabilities. In so doing they 
temporarily increased their note issues. 

There has been, no reduction of the 
notes issued for commercial purposes, 
nor has there been a satisfactory re- 
duction in the deposit liabilities of 
the banks. Satisfactory statistics of 
deposits are not available but it is clear 
that commercial demands have not 
been greatly lessened. Just as the 
joint stock companies have assumed 
heavy liabilities that may prove ex- 
tremely dangerous if prices fall, so 
the banks are still responsible for 
large amounts. Prices started to fall 
early this year (1922), but the move- 
ment has been checked. We shall, 
of course, attempt no prediction as to 
the future, but merely point out the 
grave difficulty that the banks are 
facing in handling the problems that 


already exist, and the even greater ones 
if prices should decline.” 

While not desiring to minimize the 
importance of this lessening of the 
liabilities of the state, it is clearly wise 
to examine next the conditions of the 
state finances. This is important in 
itself, and also because in а crisis 
states are prone to turn to the banks 
for relief. In this case the Italian 
Government would doubtless expect 
help, particularly from the three 
large banks of issue. If the reduction 
early in 1921 of its liability to the banks 
marked a real recovery, and that im- 
provement has continued, there is 
every reason for satisfaction. If, on 
the other hand, the liabilities of the 
government were not reduced, but 
have increased, and if there is still a 
possibility of the state returning to 
the banks for assistance, our en- 
thusiasm will be modified. 


GovERNMENT FINANCES 


We need not dwell at length on the 
growth in the government expendi- 


23 Recent cable reports from Trade Commis- 
sioner A. A. Osborne at Rome indicate that the 
banking situation is still not satisfactory: “It is 
reported that the government has recently acted 
to prevent a banking crisis. One bank is said 
to have been in serious circumstances.” This 
bank is he new Banca Nazionale di Credito, 
which was founded to take the place of the bank- 
rupt Banca di Sconto. Commerce Reports, 
September 11, 1922, p. 701. 
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tures during and immediately after 
the war. Italy's experiences were the 
same as those of other belligerents— 
rapidly mounting expenditures, large 
annual deficits, enormous bond issues, 
huge debts, both funded and floating. 
For several years prior to 1914, during 
the period of the Lybian war and 
railway reconstruction, expenditures 
exceeded receipts as follows:™ 


2 


8i 


however, an industrious population 
and a relatively good tax system, and 
was carrying her burdens. 

Some of the changes brought by the 
war are shown in the budget figures for 
two years in the table at the foot of 
this page. 

There wes in 1921 a slight increase 
in expenditures but a large increase in 
revenues, with a resulting decrease in 


Соуквхмимт Recerers AND EXPENDITURE3—PRE-WAR 
(in millions of lire) 

















Surplus (+) 
Income Expenditure or 
Deficit (—) 
1910-11. . 2,408 39 2,391 82 + 11.57 
1911-12. 2,475 39 2,587.18 —111.88 
1912-18. . 2,528.87 2,780.87 — 257.70 
1918-14. 2,528 75 2,687.06 —163.91 


There were at least three years of 
annually recurring deficits and a debt 
that in 1914 totalled 15,069,000,000 
lire (of which 14,130,300,000 lire was 
funded and 939,600,000 unfunded),'5 
and the cost of the publie debt service 
in the preceding year, 1918-14, was 
530,769,000 lire. Italy thus had a 
heavy pre-war debt and & large debt 
charge on her budget. She had, 


the annual deficit, which, however, 
was very large. It was hoped that a 
marked improvement would appear in 
the next two years, and the budget 
estimates as shown by the table on 
page 82 were presented by the Minister 
of the Treasury in his budget speech on 
December 1, 1921.27 

These estimates, which had been 
submitted to Parliament on November 


GoveRNMENT Receipts AND ExPENDITURES—]1020 AND 1921 
(in millions of lire) 








Revenue 
1919-20"... ...... 9,520 
1990-211.... .. .... 18,071 








Expenditure Deficit 
• 
98,450 18,980 
29,829 11,758 
= 





* Proceedings of tha International Financial Conference, Brussels, 1920, Volume III, 


t From the budge 
December 1, 1921, quoted b 


construction Bu Supplement of 


t speech of Signor De Nava, Minister of ithe 
еч Einaudi in an article “The 
Manchester Guardian Commercial. 


. XI 
‘Treasury, before ‘the Chamber of Deputies on 
Finaneal Prospects of Italy," in the fifth Re 


* Luigi Einaudi, “The Public Finances of Italy," The Economto Journal, December, 1915, p. 496. 
35 League of Nations, Memorandum on" Publio Finance, p. XVI. 
% Additional Exposé to the Financial Statement, December 8, 1921, of His Ex. De Nava, Minister of 


the Treasury, Italy. 


7 Also from the article by Professor Einaudi in The Manchester Guardian Commercial. 
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Воровт Estmiates Ав Presenrep IN Decewses, 1921 


(in millions of lire) 








Revenue 
1921-22 ....... ; 16,978 
1922-28 . 15,764 





26, 1921, anticipated only a small de- 
cline in revenue but 2 very consider- 
able reduction in expenditure. Also, 
they include in revenue each year 
1,000,000,000 lire reparation payments 
from Germany and Austria. As the 
months have passed the official an- 
nouncements were modified. In the 
spring of 1922 corrections were made 
and the prospective deficits for the 
two years were stated to be five bil- 
lion lire and three billion lire respec- 
tively, one an increase and the other a 
decrease. In July, 1922, consternation 
was aroused by the unexpected an- 
nouncement in Parliament by Signor 
Peano, Minister of the Treasury, that 
the deficit for 1921-22 was 6,500,- 
000,000 lire (87 per cent more than 
the estimate of November, 1921), 
and that the estimated deficit for 
1922-28 was 4,000,000,000, (192,- 
000,000 lire more than the estimate of 
November, 1921, and 1,000,000,000 
lire more than the estimates of only 
a short time before).? His predecessor, 
Signor De Nava, a few months earlier 
asserted that “the burden of taxation 
has reached the maximum which the 
country can bear, and that it cannot 
be increased without injury to the 
revenue itself, and without hindering 
the productive activity of the Italian 
pebple, from which alone public wealth 
can be developed.” Signor Peano’s 
proposals as stated in the despatches 
are not entirely clear, except that ex- 

28 The Chicago Tribune (Paris edition), July 15, 


1822, and The Daily Telegraph (London), July 14, 
1922. 











Expenditure Deficit 
21,918 4,940 
15,764 2,952 


penditures must be reduced and reve- 
nues increased, with a view to pro- 
viding an extra 1,850,000,000 lire. 
Writing in July,?? Professor Luigi Ein- 
audi estimated a possible 22,500,000,- 
000 lire as the expenditures for 1921-22, 
and 20,000,000,000 or 21,000,000,000 
lire for 1922-23. 

There is no occasion to anticipate 
future developments in the budget. 
Although the deficit each year is de- 
creasing, it is still large. The diff- 
culties in increasing revenues are not 
hard to see if we remind ourselves 
of the relatively small per capita in- 
come of the Italians—$112 in 1914. 
Signor De Nava, already twice quoted, 
estimated last spring that "the burden 
of taxation in Italy absorbs about one- 
quarter of the national income,"*? 
and his view as to the possibility of 
any increase has just been given. 

If taxes cannot be increased to any 
important extent, cannot expendi- 
tures be reduced? Needless to say, 
only an expert on Italian fiscal affairs 
can speak with authority, but an out- 
sider may make a few observations. 

Some expenditures have been re- 


® Op. cit 

30 In the article by Walter В Kahn in The Re- 
view of Economic Statvstics for April, 1921, al- 
ready cited, it is estimated that the Italian 
national income averaged 20 billion lire before 
the war, of which 4 billion or 20 per cent was 
taken by the central government, provinces and 
communes. In 1920 the national income was 
estimatéd at 75 billions, “оѓ which the national 
government absorbs by taxation, borrowing 
and currency issues 26 billions, and minor 
entities, 4.” 
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duced. The bread subsidy amounting 
to 6 billion lire in 1920 was only 
1,000,000,000 in the estimates for 
1921-22, and disappeared entirely in 
those for 1922-23. Military expendi- 
tures have declined as follows:* 
1917-18—19 4 billion lire 


1918-10—90.6 “ ef 
1819-20—14 1 “ i 


Whether the following figures taken 
from the League of Nations, Memo- 
randum on Public Finance (рр. 78-9) 
are closely comparable to the pre- 
ceding ones the writer is not sure. 
They appear under the heading of 
* Defense" : 


1921-92 —8,098,175,000 lire 
1922-28—9, 490,051,000 lire 


Estimates given elsewhere differ 
somewhat, but agree sufficiently to 
warrant the conclusion that the Ital- 
ians are correct in their claim that they 
have greatly reduced military ex- 
penditures. 

Every government has faced both 
economic and political difficulties in 
reducing its budgets since the close of 
the war, and the Italian is no exception. 
The lack of stability has been shown 
by numerous changes of ministries. 
Also, it had to face serious internal 
difficulties with the radicals two years 
ago, and still has an acute problem 
with the Socialists and the Fascisti. 
The railways are calling for large 
expenditures for operation, recon- 
struction and new construction, while 
considerable amounts are being ap- 
propriated to meet deficits in the post- 
al, telegraph and telephone service. 

But strong emphasis must be placed 
on two items that cannot be reduced. 
One is civil and military pensions 
whose amount was 1,726,548,000 lire 
(9.5 per cent of the total) jn last 
November's estimates for 1922-28. 


п Walter B. Kahn, op. cit. 
4 


This can be reduced, but not arbi- 
trarily, and only gradually. The other 
is Interest on Public Debt, which was 
estimated at 5,198,750,000 lire, or 28.7 
per cent of the total for 1922-3. 
This item can be reduced only by 
refunding operations at lower interest 
rates, but since the total volume 
of debt is increasing yearly because of 
the budget deficits, there is every rea- 
son to expect an increase rather than 
the reverse. 

In other words, a total of nearly 7 
billion lire, or 38.2 per cent of the esti- 
mates for 1922-28, are capable of very 
little reduction, but may actually in- 
crease. The government, like the 
private corporations and banks, has 
accumulated obligations (pensions and 
debt charges) in a period of lavish ex- 
penditures and high prices. The bur- 
den now is enormous. Signor De 
Nava, whose “Additional Exposé, 
etc.” has already been twice quoted, 
pointed out: 


In 1918-14 the expenditure under this 
head (cost of the service of the public debt) 
amounted to 530,769,000 lire 
while for the current yedr the financial 
outlay is estimated at 5,198,749,000. 
Thus in eight years the cost of the service 
of the: publie debt bas grown tenfold, 
amounting to almost double the total 
national expenditure in 1918-14, which 
amounted to lire 2,687,661.000. И the 
amount mentioned above were to be in- 
creased by the service in gold of the foreign 
debts incurred since 1914, the huge size 
of this debt and the high exchange rates 
would add such a burden to the taxpayer 
that the national economy and finance of 
the country would be most seriously af- 
fected. 


Professor Einaudi, although writing 
optimistically in the article in the 
supplement of The Manchester Guard- 
tan Commercial repeatedly referred 
to, sums up the question of reducing ex- 
penditures by pointing out that of 18 
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billion lire at least six come under the 
heading of public debt, and are there- 
fore unalterable. Six “represent sala- 
ries and payments to public servants 
which in practice no government has 
the political strength to reduce. The 
remaining six are partly expenses 
fixed by contract. The margin of 
possible reduction is very small.” 
Professor Einaudi hopes that by avoid- 
ing new expenditures, by moderating 
the rates of taxation, and by more 
evenly distributing its burden, the 
budget can soon be balanced. This 
conclusion is further predicated on 
two other considerations. One is his 
insistence that Italy be relieved of 
her foreign debts through a general 
cancellation of the inter-allied obli- 
gations, and the other is that no at- 
tempt be made to restore the paper 
lire to its old parity. Even so, his 
view is an exceedingly optimistic 
one. 

In spite of this optimism our survey 
makes it hard to escape certain con- 
clusions regarding the fiscal situaticn 
of the Italian Government. In spize 
of considerable reductions in some 
lines, the total annual expenditures 
are still large, and some cannot well 
be reduced, particularly pensions and 
debt charges which are over one-third 
of the total Taxes cannot be in- 


creased greatly. Even with the pres- 
ent depreciation of the lire and the high 
price level, the government is still 
incurring deficits. If prices should 
fall, tax yields will be less, (even though 
there should be no decline in pro- 
ductivity) and this would make possi- 
ble a reduction in only a part of the 
government’s expenditures. If a fall 
in prices should be accompanied, as it 
probably would, by an increased busi- 
ness depression, the problem would be 
still worse. 

When we began our analysis of 
government finances we proposed to 
examine its possible relation to the 
condition of the banks. А govern- 
ment deficit covered by borrowings 
may be taken care of either by long 
term bonds (funded debt) or short 
time obligations, many of which are 
known as Treasury Bills and ordi- 
narily mature within a year from the 
date of issue. These short time obli- 
gations are known as an “unfunded” 
or "floating" debt. The debt of 
Italy is of two main groups—domestic 
and foreign, the latter being chiefly 
obligations to England and the United 
States incurred during the war. There 
are also small amounts due to Brazil, 
Canada, Sweden and the Netherlands. 

'The following table gives this debt 
for certain indicated dates: 


ІтаїлАК Ровыс "Равт 


























(in millions of lire) 
e Domestic 
Dates Foreign Total 
Unfunded 
June 30, 1914 .. .. 939.6 None 15,069 9 
Dee. 31,1919 ...........] ..... | 68,928.0 |  ...... 20,202 0 84,180 0 
June 30,1920 ......... з 80,229 2 20,265 .0 93,928 6 
Oct, 81, 1920... . . ..... 489,308 0 20,594 0 98,851.0 
Oct. 81, 1921 ............ 40,440 0 20,964.0 110,754 0 
Dec. 31, 1921............ pari 111,900 0 
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These figures, like many others that 
we must use, come from a variety of 
sources. There is not always com- 
plete agreement, and it is not possible 
to have the information as complete 
or as recent as we would like. But 
several features are very prominent. 
One is that the foreign debt has re- 
mained almost unchanged since De- 
cember, 1919, while the 
debt has constantly mounted. This 
Increase is in both the funded and 
the unfunded debt, the latter growing 
more rapidly and now being over 80 
per cent as large as the former. 

Another feature is that from Oc- 
tober, 1920, to October, 1921, the in- 
crease in the domestic debt was not 
only large—11,538,000,000 lire—but 
was chiefly in the floating debt, which 
is Treasury Bills. Now these Treasury 
Bills run’ for a period of from three 
months to a year. They have their 
advantages, but may be a danger. 
'The Italian Government in December, 
1990, reduced its debt to the note 
issuing banks by about 2 billion lire, 
as we have noticed. But in the suc- 
ceeding year it added nearly five times 
that amount to its floating debt. If 
at any time the publie loses confidence 
in these outstanding bills, the govern- 
ment, as they fall due, must either de- 
fault or turn to the banks. Usually 
ihe latter course is first employed, 
even though default may come later. 

One other comment on the debt 
should be made. The foreign debt 
is throughout converted into lire at 
the old par of 25.12 lire to the pound 
sterling and 5.18 to the dollar. Thus 
converted the amount is of course min- 
imized. If the lire were back at its 
former level, prices would probably 
be much lower than at present, and 
the government would find it entirely 
impossible to meet its obligations. 
If, however, we think of maintaining 
the lire at approximately the present 


domestie - 


level, then the foreign debt should be 
converted at the current rate of ex- 
change. On September 1, 1992 this 
is about 57 to the pound sterling and 
99.79 to the dollar. Converting at 
these rates, the foreign debt as stated 
for October 31, 1991, was about 
65,000,000,000 lire instead of 20,000,- 
000,000, and consequently the total 
was about 154,790,000,000 lire. 


CONCLUSIONS 


The Italian Government has an 
extremely difficult problem. It is not 
in & position as yet to balance its 
budget, and may not be able to do so 
for several years, even though no 
attempt is made to meet its foreign 
debt. Even this can be accomplished 


„only in case prices аге kept high or, 


in other words, so long as the present 
low level of the lire is maintained. 
The people of Italy must pay each 
year about 20 billion lire in taxes. 
They can do that only so long as lire 
are cheap and easily acquired. Raise 
the value of the lire, lower prices, 
make each piece of money more valu- 
able and hence harder to get, and the 
task of the government becomes im- 
possible. 

There are two schools of thought 
on this question in Italy and elsewhere 
in Europe. One favors “deflation,” 
restoring the money to its old parity. 
The other urges “devaluation,” con- 
tending that it is impossible, or at least 
inadvisable, to deflate, and much 
better to hold the money at some 
agreed low level of value. Which plan 
will ultimately be adopted it would be 
useless to predict. All that can be 
said with certainty is that deflation 


5 For a presentation of the former view see 
Yves Guyot et Arthur Raffalovich, Inflation 
et Déflation (Paris, 1921). Гог the latter view 
see J. M. Keynes, in the “Reconstruction in 
Europe,” Supplement of The Manchester 
Guardian Commercial, April 20, 1922, p. 8. 
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will make it impossible for corporations, 
banks and government to meet their 
obligations. Yet few Italians are as 
yet ready to consider devaluation. 
There is pride in their money and a 
strong feeling that devaluation would 
mean a loss of prestige and a humili- 
ation. As yet a proposal to devaluate 
would probably not find adequate 
support. 

Finances in Italy are clearly in a 
very bad condition, and the judgment 
of the outside world is reflected in the 
quotations for the lire as shown in the 
chart on p. 15. In spite of occasional 
rallies its value does not rise very high, 
and from the middle of the summer 
until the present there has been a de- 
cline. 

But let us admit that the finances 
furnish one obstacle to rapid recovery. 
Suppose that in some manner this 
difficulty were solved. What of Italy’s 
relations to the United States? In 
1914 she took $74,200,000 of our ex- 
ports and furnished us with $56,400,- 
000 of our imports. In 1921 the 
amounts were $215,500,000 and $62,- 
800,000 respectively. What is true 
of her relations to us is true to a 
somewhat less degree of her relations 
to the world as a whole. She imports 
more than she exports, meeting the 
difference with certain invisible items. 
Paying foreign debts means a complete 
change, a great increase in exports. 

Our analysis earlier in this chapter 
makes it entirely clear that any such 
inerease can come only very, slowly, 
and probably cannot come at all. An 


unfavorable trade balance cannot be. 
quickly changed into a favorable one, 
even under the best conditions. Such 
a change means a complete readjust? 
ment of the entire economic organi- 
zation of the country. Suffering with 
the rest of the world from a serious 
trade depression, this is impossible, 
even though her financial difficulties ' 
were not the insuperable handicap 
that they are. Only one of the nu- 
merous complications is the fact that 
much of Italy's prosperity in the past 
has been due to her commercial re- 
lations with Germany. With Ger- 
many's condition what it is today, 
Italy’s recovery wil be greatly re- 
tarded. 

One other consideration must be 
mentioned. In recent years Italy 
has attempted extensive industriali- 
zation, and has done it without a suit- 
able basis on which to build. This 
means heavy production costs in such 
basic industries as iron and steel. 
The cost of imported coal is high, and 
it is estimated that the cost of pig iron 
per ton in 1918 was 38 per cent greater 
in Italy than in England,9 while it is 
often argued that England is now at a 
disadvantage as compared with Ger- 
many and the United States. Under 
such circumstances, Italy’s industry 
can succeed only with the aid of heavy 
tariffs or subventions. In any case 
there is no escaping the burden in 
supporting an industry for which the 
country’s natural resources do not 
fit her. 


5 Walter B. Kahn, op. cit. 
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Chapter IV 
FRANCE 


* 

Turning to France we find a differ- 
ent problem. In order to understand 
it we must first notice some of the fea- 
tures of the country and of its economic 
life prior to the war. With an area of 
207,100 square miles and & population 
of 39,602,000 (in 1911) the density per 
square mile was 191 which may be 
compared with 818 given for Italy. 

Certain facts about this population 
must be emphasized. More than one- 
half of it was rural, France being the 
most predominantly agricultural of all 
the great nations. In 1915 there were 
7,520,922 owners of 13,444,226 landed 
properties. This did not mean that 
the land belonged largely to those who 
worked it, for many workers were wage- 
earners and many others either paid 
fixed rents or held as metayers. It 
has also been estimated that there were 
“more than eight million owners of 
lands and houses in France" and that 
“personal estate is no less divided.” ? 

Nevertheless the people of France 
are on the whole property owners, and 
along with their ownership has devel- 
oped an atlitude of mind that very 
definitely affects the French reaction 
toward such questions as Bolshevism 
and repudiation of debts. А man who 
owns property, even though its amount 
be small, does not readily become a 
convert to any proposal to transfer the 
ownership or management of that prop- 
erty or even other property to the 
community. In a country where 
many people have become the owners 


1“Trench Agriculture Since the War" by 
Compere Morel. Manchester Guardian Com- 
mercial, "Reconstruction in Europe,” Number 
Six, August 17, 1922, p. 858. * 

3 Yves Guyot: “The Amount, Producfion and 
Nature of French Investments” The Annals, 
November, 1916, p. 86, 


of securities any suggestion of repudia- 
tion, as, e.g., by Russia, is found to 
arouse bitter criticism. 

Another characteristic of pre-war 
France was that it was relatively self- 


 suffcing. With so large a fraction of 


its population on the farms, only & 
small part of its food supply was im- 
ported. One of the best authorities on 
the subject, Sir В. Henry Кет, esti- 
mates that the home production of the 
United Kingdom supplies (exclusive of 
sugar and beverages such as tea, coffee 
and cocoa) only a little more than half 
the total food requirements. He also 
estimates * that if France and Germany 
should reduce their per capita food 
consumption to the per capita con- 
sumption in the United Kingdom they 
would be entirely self-supporting. 

Finally it may be observed that this 
French population had a small per 
capita income. Its amount was $185 
per annum, a little higher than the 
Italian, which was $112.5 

France, before the war had an im- 
port balance of trade, as did Italy and 
the other countries we shall examine. 
For the period 1907-18 the annual 
average of imports was 7,148,000,000 
francs and of exports 6,038,000,000 
francs, an import excess of 1,104,000,- 
000 franes. The nature of this trade 
1s shown in the analysis for the same 
seven-year period’ in the table on 
page 38° 


з Food Supplies in Peace and War, p. 25. 

* Itid., p. 121. 

5 The Income 1n the United States, The National 
Bureau of Economic Research, p. 85. These fig- 
ures are adapted from an article by Sir Josiah 
Stamp in the Journal of the Royal Statistical Soci- 
ety, July, 1919. 

*Edmond Théry, Conséquences Economiques 
de la Guerre pour la France (Paris 1922), p. 150. 

7 Ibid., p. 154 and 156. 
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Евимсн Forrten Trape—Torat гов 1907-18 


(in millions of francs) 

















Deficit (—) 
Imports Exports or Surplus (+) 
Foodstuffs. 9,979 5,602 — 4,377 
Raw materials . .. 30,346 12,107 — 18,239 
Manufactured articles ..... 9,675 94,561 +14,886 
Total for the period 50,000 42,270 — 7,730 
Annual average.. .. 7,148 6,038 — 1,104 





The yearly average for the above 
seven years is as shown in the table 
below. 

France had a pre-war population 
only about 14 per cent greater than 
that of Italy. Her foreign trade was 
about twice as large, yet her annual 
unfavorable balance for the seven-year 
period 1907-13 was only 1,104,000,000 
francs, that for 1913 being 1,541,124,- 
000 francs. Italy’s unfavorable bal- 
ance for the last of those years, 1913, 
was 1,133,988,000 lire, a much larger 
percentage of total trade. (The franc 
and the lire had approximately the 
same pre-war value, i.e., 19.3 cents.) 
Speaking in relative terms her unfavor- 
able balance, although about the same 
in absolute amount as that of Italy, 
was a smaller fraction of her total 
trade. Hence it was of relatively less 
importance, a fact that sheds some 
light on French policies. 








France’s adverse trade balance of 
1,104,000,000 was more than covered 
by various invisible items. Her total 
foreign investments were from forty to 
forty-two billion francs with an annual 
interest return of perhaps two billion 
francs and foreign tourists spent per- 
haps one billion francs per annum in 
the country. There were also con- 
siderable sums earned by her merchant 
marine in the foreign carrying trade. 

It is important to notice that many 
of her foreign investments were in 
Russia and the near East. Unfortu- 
nately estimates of their amount vary 
so widely that few conclusions may 
be drawn. Yves Guyot? places the 
French holdings of Russian securities 
at thirty billion francs, which is about 
three-quarters of the French foreign in- 
vestments, but other estimates have 
been much lower. They were, however, 
an important fraction of French foreign 


FRENCH FOREIGN TRADE—AVERAGE FOR 1907-18 


(in millions of francs) 

















— d 
Deficit (—) 

Imports Exports or Surplus (+) 
Foodstuffs ............... 1,425 800 — 625 
Raw materials . ........ 4,935 1,729 — 2,005 
Manufactured articles. ... 1,882 9,508 + 2,198 
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holdings and the cessation of return on 
investments in Russia and the near 
East has had a very important effect 
on France’s international economic 
position. 

The essential features of France’s 
pre-war economic organization may be 
summarized by saying that she had a 
fairly dense population more than one- 
half of which was agricultural. She 
could and did raise most of her own 
food supply and her import trade bal- 
ance was relatively small. Her in- 
vestments abroad, while not so large as 
those of the British, were considerable 
and were growing year by year. 

The debt of the French Government 
on December 31, 1913 was 33,537,000,- 
000 francs which was 846.9 francs or 
$168.45 per capita, the debt being a 
domestic one. This government debt 
was the largest in Europe with the 
exception of that of Luxemburg, 
which was 965.4 francs or $186.32 per 
capita.? 


ÉrrEcr8 oF THE War ом FRANCE 


It is our purpose in this study to 
call attention only to those changes 
wrought by the war that have a rela- 
tion to the problems of the United 
States today. Hence many matters 
will be omitted that might otherwise 


cerned here only with those changes 
that affect the ability of France to ad- 
just herself to her new economic rela- 
tionship to the rest of the world and 
particularly to the United States. 

Estimates of the loss to France dur- 
ing the war because of the invasion and 
occupation of ten of the most important 
departments, vary widely. For our 
purposes a careful comparison of these 
is not important and we may quote 
that by Edmond Théry !? who declares 
that the occupation in effect deprived 
France of 20 per cent of her wheat, 
97 per cent of her oats, 76 per cent of 
her sugar beets, 48 per cent of her coal, 
81 per cent of her iron ore, 64 per cent 
of her iron, 58 per cent of her steel, 
55 per cent of her glass works, 50 per 
cent of her texile products, etc. 
Let us examine first the French output 
of a few products with the purpose of 
forming some opinion regarding her 
recovery and her present economic 
capacity as compared with pre-war. 

France’s post-war output as com- 
pared with pre-war may first be 
noticed. The annual production of sev- 
eral crops may be given first (in thou- 
sands of metric tons). Alsace-Lorraine 
is excluded throughout. 

An analysis of the production of coal 
and iron is difficult because the acqui- 











be important. We are primarily con- sition of Alsace-Lorraine and the Saar 
FRENCH Аавтсоттовлг PRODUCTION 

Sugar 
Year Wheat Rye Barley К Oats Potatoes Beets 
1904-1$................ 8,797 1,987 986 4,900 18,392 6,735 
ПОТ лее 4,965 780 500 2,494 7,781 1,248 
ӘЗ ни 6,271 849 771 4,223 10,816 2,056 
ЛӨТ: оо киа 8,980 1,180 828 8,559 8,224 1,962 
Per cent 1921 to 1904-15. . 102 87 88 72 61 84 





? League of Nations, Memorandum on Public Finance, p. XVII. 
Y Ор. ci, p. 8. These estimates are more conservative than those of M. Cheysson of the French 
delegation at the International Financial Conference at Brussels, 1920, See Proceedings of the Con- 


ference, Vol. ПТ, p. 19. 
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have transferred to France the coal and 
iron of those regions. While the out- 
put from these territories may be 
segregated it is hard to know how to 
interpret the result. The monthly 
average production of coal (in thou- 
sands of metric tons) has been: ! 


Frenco Coar OvrPUT 
(an thousands of metric tons) 














Coal 
Year Month Production 

1918. uev] «west s 8,404 
1019-4 evum Жалын 1,822 
1990 2,890 
1921 . $ š 8,213 
19828. . 4. 195 January 9,598 
February 3,390 

March 9,807 

April 3,978 

May 8,442 





The figures for 1918 include only the 
output of French territory as of that 
date. In 1919 the production of 
Alsace-Lorraine is included and in the 
last three years that of the Saar as 
well. Including these newly acquired 
areas the average monthly production 
in 1922 has been above the 1913 level. 
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Whether it should be included in a 
determination of French prosperity 
today as compared with that of 1913 is 
a debatable point. 

The same difficulties appear with pig 
iron and crude steel, the figures for 
which (monthly averages and in thou- 
sands of metric tons) are” as shown in 
the table below. 

After 1919 there is included the prod- 
uct of Alsace-Lorraine which pro- 
duced a monthly average of 93 thousand 
tons of pig iron and 72 thousand tons 
of crude steel. The total for pig iron 
in May, 1992, is greater than pre-war 
and for crude steel nearly 92 per cent 
of pre-war. Without Alsace-Lorraine 
the percentages are respectively 80 and 
74 of pre-war. 

France in her internal productivity 
is thus making rapid recovery to her 
pre-war status. The year 1919 was а 
low point and led to many pessimistic 
forecasts of the future. Since then 
her progress has been steady and has 
carried her a long distance back to the 
pre-war level. Agriculture is nearly 
what it was before the war, the only 
important exceptions being potatoes 
and sugar beets. Coal, iron and steel 


FRENCH OUTPUT or [RON AND STEEL 














Year Month Pig Iron Crude Steel 
ооо шаса en, le, йе Жы ЕАН 434 896 
ТОТО oe nected Азр ачага Reel ЖЕШКЕ ЖОЕ 201 182 
1020- JL. Seinen tose? wes Бабра chu Мааа 276 246 
ОЕ «De ceed saw E E 280 255 
1099 а са е January 812 $15 
February 823 817 
March 385 867 
April 383 824 
May 442 364 
June 858 





п League of Nations, Monthly Bulletin of Statistics, July, 1922, p. 7. 

и League of Nations, Monthly Bulletin of Statistics, July, 1822, p. 8. 

13 See, e g., Gaston Jéze, “The Economic and Financial Pdsition of France in 1920,” Quarterly Jour- 
nal of Economics, February, 1921, and Edmond Théry, Consfquences Economiques de la Guerre pour la 


France. 
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are also returning rapidly, particularly 
if there is included the output from the 
new territory acquired at the end of 
the war. 

In other particulars also progress is 
being made. France’s merchant fleet 
including only sea-going steel and iron 
steamers and motor vessels was 3,308,- 
000 gross tons in June, 1922, a gain of 
1,885,000 tons since 1914.4 Recon- 
struction work in the invaded regions 
has made great advances. 

In January, 1919, the Ministry of the 
Liberated Regions provisionally esti- 
mated the damages in the war zone at 
62,034,269,456 francs. War claims 
filed, as of December 31, 1921, totaled 
150,580,2%7,187 francs of which 28,- 
775,455,534 francs had been paid, 
leaving 191,754,771,658 francs to be 
adjusted. 

'The war damages claimed by France 
from Germany totaled 218,581,936,- 
276 francs, including property losses on 
land, at maritime ports and in the colo- 
nies; personal injuries to sinistrés; 
civil and military pensions and sepa- 
ration allowances; accrued interest and 
all other charges. Total expenditures 
for reconstruction to December 31, 
1921, including pensions and indemni- 
ties to the sinistrés, was approximately 
72,000,000,000 francs. 

In an interview appearing in the 
Paris edition’ of the New York Herald 
on July 10, 1922, M. Charles Reibel, 
Minister of the Liberated Regions, 
stated that, although 2,615,186 people 
left this area, the numbers there were 
now only 681,158 less than when war 
was declared. Of the 3,837,000 hec- 
tares of land devastated by the war 
3,149,348 had been cleared. Of 696,085 
human habitations, 907,170 are com- 
pletely restored, 181,422 patched up, 
86,098 temporary edifices of wood have 

H Lloyd’s Register of Shipping, 1922-23 edition, 


as quoted in Commerce Reports, August 14, 1922, 
p. 475. 


been erected and 24,264 hutments. 
Of 56,130 kilometers of roads destroyed 
28,666 have been restored and 23,437 
improved, while of 4,686 bridges and 
viaducts destroyed, 3,688 have been 
repaired. All main-line railways have 
been restored and, of 2,245 kilometers 
of destroyed local lines, 2,225 have 
been repaired. Also more than half of 
the wrecked private industrial enter- 
prises are working again. By Decem- 
ber 31, 1921, the amount disbursed on 
account of victims was 48,168,000,000 
francs and by April 30, 1922, the ex- 
penditure for restoration work was 
934,580,998,894 francs. 

To give so encouraging an account of 
conditions in France of today is not to 
minimize the sufferings of the people 
nor their industry, nor the amount of 
rebuilding yet to be done. Rather it is 
a tribute to the energy and the courage 
with which the French have faced 
their task and have done so much to 
improve their situation. It is also a 


_ recognition of the quickness with which 


the ravages of war can be overcome. 
This is particularly true of agriculture. 
In a remarkably short space of time 
nature can do much, even if unaided, 
and with the patient industry of the 
French peasant progress has been 
rapid. Also the recovery in mining 
and manufacturing, though slower, 
is by no means so difficult as the enor- 
mous figures of war losses might sug- 
gest. On the other hand the sta- 
tistics given should not be interpreted 
to mean* that there is even yet com- 
plete recovery. Perhaps 50 per cent of 
the reconstruction work in the devas- 
tated areas still remains to be done. 


UNEMPLOYMENT 


With the degree of recovery shown 
by the facts just given one could not 
expect to find any large amount of un- 
employment. With so much work to 
be done and with so much evidence of 
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what has been accomplished there has 
presumably been little unemployment. 

Unfortunately satisfactory  statis- 
tics do not exist. Available figures 
include only individuals aided by cer- 
tain government funds which exist in 
only thirty-one departments (out of 
the ninety in France) and in 288 munic- 
ipalities or 264 in all. Of this number 
in existence only 73 are actually func- 
tioning, so the figures are of value, not 
as reflecting the total unemployment 
in the country, but the changes from 
month to month. 

In December, 1920, 89,522 persons 
were receiving allowances. Then 
France along with the rest of the world 
began to feel the effects of the business 
crisis and the following results appear 
for selected months: * 


ing heavy balance against her being 
the reason for her large borrowings 
abroad, especially in England and the 
United States. Before giving any 
figures of her imports and exports 
emphasis must be placed on the impos- 
sibility of drawing satisfactory conclu- 
sions from them as they stand. Com- 
pilation of foreign trade statisties is 
apparently easy but in practice very 
difficult for any country, particularly 
at present. Methods of valuation of 
commodities that were fairly satisfac- 
tory before the war are in some cases 
almost useless under the chaotic condi- 
tions now prevailing. 

French figures have their own peculi- 
arities. Imports are now reported on 
declared values. There is the prob- 
ability that these declared values are 


Francs UwrarPeLovgp RECEIVING Government AID 








1921 





Month Number Receiving Aid 
January .... .. ... 63,962 
March 91,225 
June . 47,381 
September .......... 21,797 
December 10,082 





1922 
Month Number Heceiving Aid 
Januarz.... ...... 9,640 
March 7,915 
June .... ........ 4,584 





Business is active in France, there is 
comparatively little unemployment 
and a part of what exists is due to mal- 
adjustment rather than absolute lack 
of work. Thus, on June 80, 1992, 
there were 10,189 wage-earness out of 
work in Paris, but 10,085 vacant posi- 
tions were seeking workers." 


Tum FneNcH TaApE BALANCE 
France, like the other belligerent 
countries, imported much more than 
she exported during the war, the result- 
X Information regarding unemployment is from 


the Federal Reserve Bulletin, August, 1922, p. 942. 
B Ibid., р. 248. 


fairly low because of the desire of the 
importer to evade duties.. Import sta- 
tistics are, if anything, probably too 
low. Exports on the other hand can- 
not have values attached to them in 
the same way and it is the practice to 
use & scale of values established from 
time to time. This method results in 
the values always being those of a date 
somewhat earlier than the one at which 
the goods in question leave the coun- . 
try. Ina period of fairly stable prices 
this means that the chief element of 
uncertainty is the possibility that the 
government officials will not be fully 
informed on actual values. In a pe- 
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riod of rapidly rising prices it means 
that the recorded values of exports 
will always be lower than the actual 
values since the values applied are 
always those of a somewhat earlier 
date than the exports themselves. 
The reverse will be true in a period of 
falling prices. Thus French exports 


as these figures suggest there is cer- 
tainly a very pronounced recovery. 
Continuation of this is evidenced by 
the statistics for 1992 in so far as they 
are available? as shown in the table at 
the foot of this page. 

Through 1921 the statistics indicate 
an import balance was maintained, 


Еонктам Trape or France—1918 ann 1919-21 
(in francs—000’s omitted) 











Year Imports 
1818. Lee bared yak eel ere 8,491,836 
1919.5. Lir b eer REY $5,799,904 
1090... ev Baud: he ee v^ 49,904,976 
лан 28,548,476 





were probably minimized through 1920 
and have been exaggerated since. 
In the figures И as shown in the table 
above both the imports and the exports 
for 1920 have been adjusted to the 1920 
official rates but those for 1921 are still 
valued at 1919 rates. The impossibil- 
ity of drawing accurate conclusions is 
clear. 

While the reduction of the import 
balance in 1921 is by no means so great 


Exports ` Import Balance 
6,880,212 1,541,124 
11,879,592 23,919,072 
20,894,988 23,009,988 
21,658,104 1,995,872 


although it was a greatly reduced one. 
In the first seven months of 1922 for 
which information is available there 
was an export balance for five months. 
It must be repeated that the method 
of preparing these statistics tends to 
exaggerate the exports and perhaps to 
minimize the imports. Probably 
France does not yet have a favorable 
trade balance.’ Confirmation of this 
is to be found in the calculations re- 


Евечсн Еовктам TRADE IN 1922 
(in francs—000’s omitted) 











Month 
1922 
Чаппагу.................. 1,487,659 
Ееһгиату................. 1,847,026 
March... lev RIS 1,981,965 
April $i 1,748,640 
nr 1,810,125 
Тийбе» шек v is veces 1,837,184 
VWF isk see әдә rues 1,996,000 








Balance of 
Exports Exports (+) or 
of Imports (—) 
*1,688,741 +161,089 
1,859,912 + 6,286 
1,876,668 — 55,297 
1,962,997 +-219,357 
1,866,964 -- 56,836 
1,483,000 -+-568,000 


17 Taken from League of Nations, Monthly Bulletin of Statistics, June, 1922, p. 10. 
1 Federal Везвтов Bulletin, September, 1922, p. 1102. Exports are on 1919 value units except for 


July, which are on 1921 value units. 


19 “Tt is doubtful if the actual trade balance stands in favor of France." 


July, 1922, p. 809. 


Federal Reserve Bulletin, 


44 Tue ANNALS OF THE AMERICAN ACADEMY 


cently published for the first six months 
of 1922. In this estimate import 
figures are based on values declared by 
importers for the payment of the busi- 
ness turnover tax, while exports for 
the first five months are on the basis of 
1919 values as above and for June on 
1921 values. Such comparisons are 
for most purposes of little value but 
may be included here as they tend to 
confirm our conviction that the French 
trade balance while improving is not 
yet favorable. 


Евемсн IMPORTS AND Exports ror THE Fst 
Six Момтнв or 1922 


(an franes—000's omitted) 











Import 
Imports Exports hne 
10,071,592 9,863,060 1,802,932 


If one is endeavoring to determine 
whether France is increasing in her 
ability to meet her foreign obligations, 
foreign trade should ordinarily be 
expressed in money values for that is 
the form in which her obligations ap- 
pear. It is helpful, however, to note 
tonnages for they reflect the change in 
productivity without the complica- 
tions of a fluctuating price level. It 
must be remembered that a change in 
the character of trade, as for example 
an increase in the volume of imported 
heavy raw materials, such as coal, 
makes tonnage comparisons over & 
period of time very difficult unJess one 
is in complete possession of details. 
Tonnage (thousands of metric tons) 
for a number of years is given in 
monthly averages” in the table in the 
opposite column. 

This analysis of France's foreign 
trade warrants the conclusion that she 

? League of Nations, Monthly Bulletin of Sta- 


tistics, June, 1922, p. 18. For 1922, Federal 
Reserve Bulletin, September, 1992, p. 1102. 


Frenca Forman Trape 
(in metric tons—000's omitted) 

















Year Importe | Exports 
1913..... 3,685 1,840 
1919;. .. че. 9,904 4604 
1980 . 4,245 1,039 
1921.. ..| 3,164 1,383 
1922 (seven months 

average) . 4,095 1,678 
1922 (as percentage of 
1913) . : 111 91 





is making excellent progress. Her 
tonnage of imports is high, being 11 per 
cent above the amount in 1918 and a 
considerable increase over 1921 al- 
though under 1920. In values France 
appears to be rapidly gaining ground 
although she does not yet have an 
export balance. 

Finally, reference should be made to 
the invisible items. They cannot be 
estimated with any accuracy. Income 
from foreign securities is much below 
pre-war because so many of those held 
by France are in default, but tourists’ 
expenditures are said to be large. 
Whether the invisible items combined 
are sufficient to make the total foreign- 
trade balance favorable for France is 
impossible to say but it is probable 
that they do. 

Also attention should be called to 
the inclusion of reparations in kind in 
the imports. During the first four 
months of 1922 these imports of coal, 
the only article of importance, were 
valued at 80,000,000 gold marks, or 
225,000,000 francs at the current rate 
of exchange?! ' 


FINANCIAL CONDITIONS IN FRANCE 


With comparatively little unemploy- 
ment, with a growth in productivity 
and with a greatly improved trade 
balance, what may be said of France’s 


71 Federal Reserve Bulletin, July, 1922, p. 810. 
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general position? Are the frequent 
references to her distress warranted? 
The answer is two-fold. Although 
rapidly improving in the particulars 
mentioned, she is still in many lines 
considerably below pre-war levels, and 
still farther below what she would have 
been had no war occurred. Also her 
most serious problems are financial, a 
field yet to be surveyed. 


Private FINANCE 


Figures covering the total capitaliza- 
tion of French corporations do not 
exist. One might suppose that an 
idea of the probable situation could be 
formed by noticing the annual volume 
of security issues, but the various com- 
pilations differ somewhat widely and 
are hard to reconcile. Those shown 
in the table below are, however, worth 
examining.™ 

About these figures several observa- 
tions may be made. Whereas in 1914 
over 57 per cent of the total issues were 
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of foreign securities, in recent years 
nearly all of the issues are domestic. 
France loaned large sums abroad each 
year before the war. She was an in- 
vesting country—a creditor. During 
and since the war and probably for 
some years to come the situation has 
been changed. She is not in a position 
to lend abroad and may desire to con- 
tinue borrowing as she has.actually 
been doing from time to time. 

A second feature of this table is the 
large amount of French governmental 
issues as contrasted with the others. 
In 1914, which included several war 
months, they were only 28 per cent of 
the total, in 1918 they were nearly 93 
per cent and in 1921 government loans 
(with perhaps a few foreign issues in- 
cluded) were still 75 per cent of the 
total. This was due largely, though 
not entirely, to the predominance of 
war needs through 1918 and to recon- 
struction needs since that time. 

Next is the enormous growth in the 


Ѕксонітү Issues on THE Евичон Manxet 1914-Aprim, 1922 
(fn francs—000's omitted) 














Year Total Government, 
Department 
and City Loans 

19014. whedon edie 8,491 805 
1915, E E 13,654 18,808 
1010... Е о 10,718 10,082 
1817... ees 18,507 10,808 
1918.5 «vu d 23,491 21,744 
TIl ni КЫЛЫШ ук 12,276 2,250 
1920 55,849 42,640 
1991 cam 4.4 88,972 29,340 
1922 (6 months only) 15,820 "m 





French 


Other 
Bonds 








32t For the years 1914-20 these figures are taken from the compilations by Joseph S. Davis in an 
article “Recent Economic and Financial Progress in France,” The Renew of Economic Statistics, July, 
1921. For 1991 they are from the Federal Reserve Bulletin, March, 1922, p. 806 and for the first six 
months of 1922 from the League of Nattons, Monthly Bulletin of Statistics, July, 1922, p. 28. It will 
be noticed that the foreign securities are not separately given for 1921, probably being included among 
the others while only the grand total is given for the four months of 1922. 
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total of the annual issues, the totals for 
1920 being sixteen times and those for 
1921 eleven times the ones for 1914. 
For this there are two explanations. 
One is that there has been a very large 
amount of saving. The ability of the 
people of any country to add to their 
supplies of capital by industry and 
economy is enormous. In France, 
especially, this is true, since so large a 
fraction of the population works hard 
and lives frugally.” 

It is hard, however, to disentangle 
the amount of actual saving from the 
effects of the monetary inflation. 
In April, 1920, French wholesale prices 
were nearly six times as high as in 1913, 
and in May, 1922, they were still over 
three times as high. We have noted 
that in Italy there was a very large 
increase in capitalization to keep up 
with the rise in prices and we have 
commented upon the dangers in case 
prices should now fall. The differ- 
ences between the two countries are 
that (1) prices rose higher above the 
pre-war level in Italy than in France; 
(2) although there has been a decline of 
prices in Italy, this decline is as yet 
relatively less than the decline in 
France; (8) business in France is today 
on the whole in a much better condi- 
tion than in Italy; and (4) Italy’s eco- 
nomic life has a less certain foundation 
than that of France, because of the 
former’s meager natural resources. 

' It would be a mistake to be confi- 


33 Even more could be produced in France if 
more modern methods were introduced. Thisis 
illustrated by the difference between the agricul- 
tura] yield in France and that in other European 
countries. Compere Morel, in an article 
“French Agriculture Since the War,” Manchesier 
Guardian Commercial, “Reconstruction in Eu- 
rope,” Supplement, Section Six, August 17, 1922, 
states that her grain crops average 12.5 quintals 
to the hectare, Germany’s 21.6, Denmark’s 22 9 
and Belgium’s25.2 . . . in the case of pota- 
toes, France 80.6 quintals to the hectare, Hungary 
272, Denmark 296, Holland 807, Germany 307.4 
and Belgium 514.1.” 


dent, however, that private financing 
in France is on an entirely sound basis. 
We have no index of French business 
failures similar to those of many other 
countries, but the opinion of numerous 
qualified observers seems to be that 
France has not yet gone through the 
post-war liquidation that the United 
States has experienced. In a period of 
rising prices incompetent management 
is not quickly eliminated, and bank- 
ruptcies are few. When prices are 
stabilized or fall rapidly, these weak 
concerns quickly suffer (and unfortu- 
nately many others whose manage- 
ment may have been of the best). 

On this point little more than a pri- 
ori reasoning is possible. Al that can 
be said with confidence is that the 
large volume of security issues as given 
above indicates that there must have 
been a considerable amount of real 
saving,” a view that is re-enforced by 
the growth in the tonnage of French 
exports and by the reports on recon- 
struction progress. Since France has 
gone through a period of inflation from 
which she is not yet free, it seems prob- 
able that many business failures are 
overdue. And finally, since prices are 
still over three times the level of 1913, 
any attempt to raise quickly the value 
of the franc, which would mean to 
lower prices, will, as in Italy, make it 
impossible for many French corpora- 

НА calculation of security issues in France 


appearing in the Federal Reserve Bulletin for 
July, 1922, p. 808, is as follows: 


francs 
ТӨТӨ rue Ives 27,000,000,000 
1920 47,000,000,000 
1991. 2.2 lnc 39,000,000,000 
Total .. ... ....... 113,000,000,000 


The writer in the Bulletin points out that from 
these figures it would appear that in the last 
three years there has been a saving of about 
2,831 frgncs per capita, or nearly as much as the 
average annual per capita income. Allowances 
for inflation, etc., would very much reduce this 
estimate. 
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tions, firms and individuals, to meet 
the large liabilities they have assumed. 


BANKING IN FRANCE 


Banking may be discussed under 
two headings: (1) the condition of the 
Bank of France and (2) that of the 
commercial banks. The latter group 
may be described first. 

The consolidated balance sheet on 
page 48 shows the condition of seven 
of the commercial banks on December 
31, 1920 and 1921.% 

This statement is not reassuring. 
Of the assets, which total 21,486,000,- 
000 francs and 20,948,100,000 francs 
respectively for the two years, a very 
considerable percentage are classified 
as liquid—19,242,900,000 francs in 
1920 and 18,802,000,000 francs in 1921. 
How many are really liquid cannot be 
determined from the facts given. 
One of the doubtful items is the “ Bons 
de la Defense Nationale” of which 
more will be said later. They are 
government short-time obligations— 
a part of the government’s floating 
debt and none of them have a life of 
more than twelve months. Under or- 
dinary conditions their classification as 
liquid assets would be entirely proper 
and a refusal by the banks now to view 
them as such would be a terrific blow 
to the government’s credit. An opin- 
ion of them ean better be formed after 
an examination of the financial posi- 
tion of the government. Unfortu- 
nately they are not separated from the 
commercial discounts in the statement 
and we can form no very accurate 
judgment of their amount or conse- 
quent importance. 

% These figures are consolidated from those 
given by W. C. Huntington, United States Com- 
mercial Attaché, at Paris in Spectal Report No 24, 
dated May 16, 1922. The banks included are: 
Crédit Lyonnais; Société Générales Comptoir 
d'Escompte; Banque Nationale de Crédit; Cré- 


dit Industriel et Commercial; Banque de Paris; 
and Union Parisienne. 


We can, however, notice that there is 
a very slight margin of safety in the 
relationship of the total liquid assets to 
the total demand liabilities. As shown 
by the percentages given, the demand 
liabilities were 94 per cent of the liquid 
assets in 1920 and 93.8 per cent in 1921. 
Since the statements of French banks 
are not demanded frequently and with- 
out warning as in the United States, it 
is reasonable to assume that the figures 
given do not reflect a condition less 
favorable than the average and there 
may even have been a little “window 
dressing." 

If the liquid assets as given should 
shrink as much as (say) 7 per cent they 
would be inadequate to meet the de- 
mand liabilities and holders of demand 
claims would have to wait for the liqui- 
dation of other assets which are less 
than 11 per cent of the total, liquid 
assets being 89.5 per cent in 1920 and 
89.7 per cent in 1991. This margin of 
less than 11 per cent is far from ade- 
quate in & period of general uncer- 
tainty. 

Another way of expressing the mar- 
gin of safety is to examine the propor- 
tion of demand liabilities to total liabil- 
ities. As shown above they were 84 
per cent for 1920 and 84.2 per cent for 
1991. 

What conclusions may be drawn? 
Thus far there have been but few im- 
portant bank failures. One was that 
of the Banque Industrielle de Chine 
with liabilities of over 950,000,000 
francs, net assets of 629,000,000 and a 
deficit 6? 321,000,000 francs. A smaller 
institution—the Société Centrale des 
Banques de Province has also had 
cons:derable difficulties. That trou- 
bles have been no more serious during a 
period when prices have fallen from a 
level of 510.8 for 1920 (1913 being 100) 
to $14.2 im April, 1922, is certainly 
reassuring and a tribute to French 
financial ability. 
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Comparative STATEMENT OF THE PRINCIPAL FRENCH Banxs Ав OF ОЕСЕМВЕН 31, 1920 AND 


Dacempzr 81, 1021 


(in franes—000,000's omitted) 















































1920 1921 
Assets 
Cash on hand and in banks .......... ......... ....... 2,468 8 2,057.5 
Bills discounted and “Bons dela Defense Nationale” ....... 11,298 9 12,870 3 
Secured loans. coupons for соШесіоп..................... 1,817 0 1,192 2 
Current accounts “Debtors” .......................... 4,160 7 8,182 0 
Total liquid assets.. ............ s. .......... | 19,242 9 18,802 0 
Various debtors, acceptances. .................. ....... 384 6 806.3 
Securities held. ... _....................3............ 607 5 590 6 
Exchange operations guaranteed. ........... ............ 455.8 276.9 
Miscellaneous accounts ............................... 57 8 59 2 
RHéalesinte.... lue. ave Vua ae eS TUS dE San 174.6 207 7 
Installment paid on dividends to shareholders. ............. 614 0 605.4 
Total Е Т Н sees ЖИ КРЕ ОЛОК АО 21,486 7 20,948 1 
Sight deposits: 
Checking accounts 
Current accounts ttt tt n 17,177 8 17,008.4 
Accounts demandable after collection, time deposits, notes 
payable. орать 920 6 641.5 
Total demand liabilities. .............. ........... 18,098 .4 17,649 .9 
Guaranteed exchange орегаШопв......................... 452 4 276 9 
Miscellaneous accounts... 2... cece cece cece eere 218 2 182 8 
Capital... 2.22 9er dds uera* ааваараа даана 1,900 0 1,950 0 
Зезегуев „асаана заавраар RET 644 7 674 2 
Profits for fiscal period ................................. 178 6 158.7 
Brought forward from last уеаг........................... 48 2 61 1 
Total liabilities. а... cece cee ee een eee 21,635 .7 20,948 .1 
Proportion of liquid assets to total авве{ў................... 89 5% 89 7% 
Proportion of demand liabilities to liquid азвеїв............. 94.0% 93 8% 
Proportion of demand liabilities to total liabilities........... 84 0% 84 2% 
*. 
[2 
е 


» 
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Nevertheless there is every reason 
to watch the situation closely. As 
just pointed out the margin of safety 
as shown in December, 1921, is a nar- 
row one and not adequate for meeting 
any great emergency. If an emer- 
gency should appear the banks could 
turn to the Bank of France and an 
examination of its condition comes 
next. 


Ture Bank or FRANCE 


Outstanding facts to be kept in mind 
are: the Bank of France is the only 
note-issuing bank in France; it is a cen- 
tral bank to which other banks of 
France may and do turn for aid when 
needed; it is the fiscal agent of the 
French Government; and it is the cus- 
lodian of the gold reserves of the coun- 
iry. In other words it performs the 
usual functions of a central bank, much 
as do the Bank of England, the Bank 
of Germany and the twelve Federal 
Reserve banks of the United States. 

It is accordingly placed in a position 


between the commercial banks, which 
may apply to it for relief in case of 
need, and the government, which 
likewise may turn to it for help. We 
have noticed that the other banks have 
but a narrow margin of safety. We 
shall next examine the condition of the 
Bank of France in order to ascertain 
its readiness to stand a strain from 
either direction and then inquire into 
the financial condition of the govern- 
ment. 

The status of the Bank of France at 
the present time as compared with its 
condition in 1913 is shown by the se- 
lected items for various dates in the 
table below. 

Only a few items from the balance 
sheet have been chosen but they are 
the ones that picture most clearly the 
problems facing the bank. Notice, 
first, the liabilities which are chiefly 
note issues. These note issues have 
grown from 5,718,600,000 francs in 
1918 to 36,487,500,000 francs at the 
end ог 1921 and 36,449,800,000 francs 


SELECTED Treas Frost ras BALANCE SHEET or тнв BANK or FRANCE on Various Dares 
(in francs—000,000' a omitted) 











| Dec. 24, 1918 | Dec. 24, 1920 | Dec. 24, 1921 





Aug. 10, 1922 








5,524.2 | 5,580 5 














Gold. v lle I ELI Va * 5,500 2 
Silver and small coins ......... 263.1 270 8 285 4 
Investments in publie (govern- 
ment) securities..........-.. 20,800 0 24,800 0 28,700.0 
Other investments. ............ 223 9 228 8 232.4 
Public (government) loans and . 
аЧуапсев... ........ ...... 8,980 0 4,142.0 4,272 0 
Other loans and advances....... 2,217 6 2,240 9 1,998 9 
Total Assets.............. 44,735 .9 42,561.5 41,342 9 
Notes in circulation........... 5,713.6 87,552.2 $6,487 5 36,449 .8 
Government deposits.......... 408.4 116.0 26 0 78 6 
Other аерозіїз................ 575 3 8,488.8 2,717.1 2,210.8 


M —— M ———— À——— 
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on August 10, 1922. They were 82 per 
cent of the total liabilities in 1918, 86 
per cent of them in 1921, and 88 per 
cent in 192%. In that period total 
liabilities increased 34,855,000,000 
francs and note issues 30,736,200,000 
francs. The increase in note issues 
accounted for 89 per cent of the total 
increase in liabilities. On October 5, 
1922, the note issues had further in- 
creased to $7,514,493,000 francs. 

When we turn to the assets it is not 
hard to discover where the bank has 
been giving most of its assistance. 
Two items— Investments in public 
(government) securities" and “Public 
(government) loans and advances" 
account for 80 per cent of the increases. 
Investments other than in government 
securities have scarcely changed, while 
loans and advances other than to the 
government have increased less than 
the rise in prices. 

What is the effect of these changes 
on the condition of the Bank of France? 
First it may be noticed that the per- 
centage of the gold reserve to note 
issues and deposits has declined from 
59 per cent in 1013 to 14 per cent in 
1922, although the actual amount of 
the gold reserves had very considerably 
increased. Next, government securi- 
ties, loans and advances, which were 
8 per cent of total assets at the end of 
1913, were 84 per cent of total assets 
at the end of 1921. The dependence 
of the Bank of France on government 
financing is evident. 

On December 16, 1920, an agreement 
was signed between the Minister of 
Finance and the Government of the 
Bank of France under whose terms the 
advances of the Bank to the govern- 
ment were not to exceed twenty-seven 
billion francs in 1921 and be reduced to 
twenty-five billion francs by January 1, 
1922. This was accomplished, and 
this item on December 31, 1921 was 
24,600,000,000 francs or 400,000,000 


francs less than the agreed maximum. 
An energetic effort has been made to 
continue the reduction and by the end 
of March, 1922, the amount had been 
reduced to 21,500,000,000. It has 
again increased and is now 23,500,000- 
000 francs. 

There has then been a slight decline 
in the volume of note issues of the bank 
and in the amount of its loans to the 
state. Unfortunately there has been 
at the same time some increase in the 
bank’s holdings of Treasury Bills which 
appear in our statement as “Public 
loans and advances.” They were 
4,272,000,000 on August 10, 1922. 

The bank is, as we have said, be- 
tween two dangers. One is the possi- 
bility of pressure from the public and 
especially the commercial banks in 
case of an adverse development in 
business conditions. The other is the 
state of the government finances. 
Advances to the government increased 
enormously during the war and have as 
yet not greatly declined. Is there any 
possibility that the government can- 
not soon reduce its liabilities to the 
bank or, still worse, that it may have 
to turn to the bank for increased assist- 
ance? 


GOVERNMENT FINANCES 


French Government finances cannot 
be clearly presented. Methods of han- 
dling budget matters are such that 
accurate statements are almost impos- 
sible to give. It might seem wise to 
take the actual receipts and payments 
for a given twelve-month period—a 
fiscal year—and view it as a fiscal pe- 
riod. However, the accounts for the 
cfficial accounting period or fiscal 
period, called “exercice,” do not record 
the receipts and expenditures during 
that period, but the receipts credited 
and expenditures debited~to those 
accounts, even though some of the 
receipts accrue and some of the expend- 
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itures occur at a much later date. 
While most entries for a given period 
must be made within the suceeding 
twelve months some may be delayed as 
much as five years and others even 
longer. 

In the year 1918 the net expenditure 
of the French Government was 4,501,- 
900,000 francs. On March 31, 1922, 
M. Charles de Laysterie, the Minister 
of Finance, presented to the Chamber 
of Deputies his project for the General 
Budget of 1923. These budget figures 
for 1923 as compared with those for 
1922 are as follows: 


91, it was announced that a loan of 
four or five billion francs would be 
issued on October 20, presumably to 
cover the prospective deficit. 

Bat this is merely a beginning of the 
problem. In the past the French 
budget has been a maze of complexities. 
There have been an ordinary, an ex- 
traordinary and a special budget in 
addition to numerous supplementary 
items. The situation is still confusing 
but in form at least the budget is more 
simple and in many respects it is cer- 
tainly better. 

One change has been the elimination 


Tus Евехсн Воравтз гов 1922 AND 1993 


(in millions of frcncs) 














| 1922 | 1923 Difference 
Expenditures 
Ordinary Expenditures ................ 23,884 —1,481 
Extraordinary Expenditures ........... 1,354 — 177 
Total Expenditures ........ .... 24,688 28,180 —1,508 
Receipts 
Normal Receipts.. ................... 19,831 18,060 — 1,771 
Exceptional Кесеїрїв.................. 8,550 1,225 — 2,325 
Borrowings .................. ...... 1,820 8,900 +2,580 
Total Receipts .......... ... > 24,701 28,185 — 1,516 








These figures indicate a budget over 
five times as large as before the war. 
They also show a budget that does not 
balance. For 1922 the estimated bor- 
rowings are 1,320,000,000 francs while 
for 1923 they are 3,900,000,000 francs, 
an increase of 2,580,000,000 francs. 
The prospective deficit of 3,900,000,- 
000 francs it was proposed to meet by 
certain reductions in expendittires and 
increases in revenues but the proposals 
encountered serious opposition. Ac- 
ton was delayed and on September 


of the special budget which included 
the expenditures on reconstruction 
that Fsance has expected to recover 
from German reparation payments. 
The operations under this heading have 
been undertaken by a company organ- 
ized under a law of October 10, 1919, 
and known as the “Crédit National 
Pour Faciliter La Réparation des 
Dommages Causés Par La Guerre.” 
It is usually referred to as the Crédit 
National. It was formed with a capi- 
tal of 100,000,000 francs by a number 
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of French banks. It raises capital for 
reconstruction purposes by the sale of 
its own bonds, the French Government 
guaranteeing interest, redemption and 
premium charges for which provision 
is made in each year’s governmental 
budget. 

On March 23, 1922, the budget deal- 
ing with these special or “recoverable” 
items was presented, calling for an 
expenditure (in 1922) of 22,300,000,000 
francs to be raised by various types of 
loans. About ten days later the Cham- 
ber of Deputies were asked to vote 
additional credits of 2,000,000,000 
francs on the 1921 account. 

If the proposed 22,300,000,000 francs 
of the “recoverable budget" for 1922 
be added to the 24,688,000,000 as 
already stated for that year the total is 
44,988,000,000 francs. Then, too, 
allowance must be made for the 
budget of the postal, telegraph and tele- 
phone services, which are not now 
included in the ordinary budget. 
Just what the totals should really be is 
very difficult to determine. Several 
months ago the League of Nations? 
stated them as follows for 1921, and 
1922: 


1921—Closed accounts—45,573,306,000 francs 
1922—Budget estimates—44,581,991,000 francs 


Without pretending to accuracy of 
statement where accuracy is entirely 
impossible we are at least warranted in 
saying that the budget is still well 
above 40,000,000,000 francs, perhaps 
nearly 45,000,000,000. If the word 
“budget” is objected to as not suffi- 
ciently precise one may refer to the 
proposed expenditures for which the 
government is sooner or later liable. 

These heavy expenditures have been 
going on for years with each year a 
heavy deficit, met by borrowing with 
its consequent annual addition of 


55 Memorandum on Publio Finance, Geneva, 
1929, pp. 44 and 45. 


interest charges. The growth in the 
public debt charges has been as follows: 


Свслути IN Ровыс Dest СнанаЕз iv FRANCE 
(in millions of francs) 


1919— 1,855 
1914— 1,860 
1915— 1,818 
1916— 3,327 
1917— 4,816 
1918— 7,021 
1919— 7,903 
1920—11,747 
1921—11,636 
1022—18,191 


'The amount of the debt charges for 
1922 is almost three times the total 
budget of 1918. 

The French Government has been 
reducing its expenditures in spite of 
this burden. For recent years they 
have been as follows (excluding the 
“recoverable budget"). The figures 
for 1922 and 1928 are of course esti- 
mates. 

1920—27,181,000,000 francs 
1921—26,499,000,000 “ 
1922—24,688,000,000 “ 
1928—28,180,000,000 “ 


In spite of this the difficulties are 
growing more and more acute. Al- 
though expenditures are less each year, 
there is each year a deficit to be met by 
more and more borrowing. Interest 
charges grow heavier and heavier, 
adding to the difficulties with each 
successive budget. 

What has been said makes it clear 
that one must be on his guard in speak- 
ing of the French budget. For some 
purposes it may be entirely proper to 
give as budget figures only the 28 or 24 
billion francs first mentioned. But if 
we are to consider the total annual 
expenditures of the government, both 
direct and indirect, and allow for all of 
the financial burdens that are accumu- 
lating for solution, we must not omit 


2 Yves Guyot, “Тев Dangers Budgétaires,” 
Journal des Economistes, July 15, 1922, p. 9. 
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the “recoverable” budget, deficits in 
the operation of government monopo- 
lies and other supplementary items. 
We must not misunderstand fiscal 
terminology, no matter what the ad- 
vantages of such terminology in French 
Government accounting. 

Reference has been made to the 
League of Nations’ statement regard- 
ing the 1922 budget. Like any other 
statement in this field it has within a 
few months become inaccurate in 
detail but it is to be relied upon in its 
main features. On the expenditure 
side it is as shown in the table below 
for 1999. 

This statement attempts to include 
all items except expenditure on ac- 
count of amortization of public debt 


68 


which was 3,551,428,999 francs for 
1991 and estimated at 4,255,751,626 
francs for 1922. Without this the 1922 
deficit is 21,694,420,000 francs and 
with it, 25,950,171,626 or considerably 
over half of the total. Even without 
amortization, France has in sight only 
a little more than one-half of the 
needed funds. The other half must 
come either from reparation payments 
or through borrowing. Later dis- 
cussicn will make clear the improbabil- 
ity of the former, which leaves the 
latter as the only method by which the 
funds can be secured 75 

Much advice has been given France 
by well meaning persons who insist 
that her problems are to be solved by a 


ÅNALYSIS оғ THE FRENCH Ворсет or 1922 
(in francs—000's omitted) 


1. Defense 
2. Pensions 
(&) Warpensions ..... 


(b) Other pensions ... Seat Gon oo 


Total pensions. ......... ....... ....... 


SUbSIdles: аа оло аон са 
. Education. А 
. Interest on public debt 
. Deficit on public undertakings: 


[EE е а 


(а) Railway and Harbour of Réunion . .. ... 


(b) State Railways 


(с) Alsace-Lorraine Railways . ..... .. .. 


(d) Postal and "Telegraph Services 
9. Capital Expenditure. ix 
10. Miscellaneous Expenditure 


Total Net Expenditures.......... ....... 


Estimated Revenues 


eass ee eth ht tet иене ние 


. Опешр1оутшепї%...................... ...... 



















reduction of expenditures. A glance 
Budget Estimate Percentage of Total 

: 4,921,995 10 
4,198,686 9 4 
1,066,998 24 
5,265,629 11.8 
А 40 1 
T 
9.1 
24 0 
3 
.1 
; ‚5 
1,991,815 29 
. 9,459,148 55 
44,581,901 100 






22,887,571 






21,694,420 





28 The French Government is relieved of direct responsibility for finding much of this money 
through its agreements with the Crédit National, groups of incustrials and others, but it is responsible 


for the debt thus created. 
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at the above table will show that this is 
not the easy task that many have 
imagined. It is to be remembered 
that France has been reducing and is 
continuing to reduce her ordinary ex- 
penditures. Latest available esti- 
mates for 1923 are 23,180,000,000 or 
4,000,000,000 francs less than the 27,- 
181,000,000 francs for 1920 and this in 
spite of the fact that debt charges 
grew by 1,444,000,000 from 1920 to 
1922 and will be considerably larger in 
1993 than in 1922. This increase in 
1928 is said to be 584,000,000 francs 
or a total increase of 2,028,000,000 
francs over 1920.2? 

'There has been considerable criti- 
eism of French military expenditures. 
It is not a justification of military poli- 
cies and the remaining military expend- 
itures to point out that French appro- 
priations for defense have been reduced 
both absolutely and relatively. The 
budget for 1921 (closed accounts) 
carried 6,820,759,000 francs for “de- 
fense” and the estimate for 1922 only 
4,921,995,000 francs. a reduction of 
1,898,764,000 francs in one year? 
Pension estimates carried a reduction 
of 1,439,484,000 francs. In 1913, the 
ministers of War, Navy, Colonies and 
Pensions received 85 per cent of the 
expenditures and in 1993 only 21 per 
cent?! The League of Nations’ analy- 
sis above is on a different basis but it 
shows for "defense" and “pensions” 
only 22.8 per cent of the total for 
1922. 

The leading difficulties (though not 
the only ones) in securing any substan- 
tial reduction are (1) the high price 
level which is stil over three times 

?? үү, C. Huntington (0. 5.) Commercial At- 
taché at Paris, Spectal Report No. 87; The 
French General Budget for 1923. 

* League of Nations Memorandum on Public 
Finance, р. 74. The 1922 figures are only ad- 
vance estimates and supplementary appropria- 
tions may be asked for later. 

п W, С. Huntington, op. cit. 


that of 1913; (9) the obligation to 
continue reconstruction expenditures 
whieh are increasing year by year; (3) 
pensions which, although declining, 
must remain relatively high for years 
to come and (4) interest on the public 
debt. It is worth while to notice the 
following percentages of the total 
budget in the League of Nations' esti- 
mate on page 58. 


Pensions ..11.89% 
Reconstruction . ... . .40 1% 
Interest on public debt. ...94 0% 





What advice shall be given to France 
on these items? Shall she reduce her 
pension appropriations? Ignoring 
every consideration of justice to those 
who fought and suffered in the war, is 
such & procedure a political possibil- 
ity? What government could stand 
if it made such & recommendation? 
Should she abandon further recon- 
struction work? Should she cease to 
pay interest on her debt? She may 
by refunding part of the debt at lower 
rates save something here and has 
already done so,” but such amounts 
cannot under present conditions be 
large and will be more than offset by 
the annual additions to the principal of 
the debt and the consequent increase 
in debt charges. And yet these three 
items constitute nearly 76 per cent of 
the total. 

Many who have analyzed the French 
revenue system contend that her reve- 
nues from taxation should and could be 
increased. That this could be done 
seems altogether probable although the 
writer has made no independent analy- 
sis. Yet only a very thorough-going 


33 Early in the present year (1922) France was 
able to reduce by 16 of 1 per cent the interest on 
national defense bonds with & consequent saving 
of $00,000,000 francs in interest charges. Jour- 
nal of Commerce, February 23, 1922. 
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optimist could expect such reforms to 
balance the budget. 

What has brought about this deplor- 
able situation? France had the same 
problem of war expenditures, war in- 
debtedness and inflation as other coun- 
tries intensified by the devastation of 
part of her best territory. The Ger- 
man invasion deprived her of the eco- 
nomic output of that area during the 
war and in part for years afterward. 
At the same time, taxes could not be 
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being in favor of obligations of rela- 
tively short term, sold chiefly at 
home. 

Let us next notice the volume of 
debt already in existence. The most 
recent detailed statement available is 
for June 30, 1992 and may be summa- 
rized as shown in the first table below. 

This statement does not include the 
Public Service Debt, which is made up 
of old age and other pensions. Also 
the figures are provisional, not having 


Tue Евемсн Ровыс DEgr—JuNx 80, 1922 
(francs) 








Floating Debt . 
Term Debt or Debt by Annuities 
Perpetual and Long Term Debt ................ 
Advances from Banks .. 


Genera] Total 


collected from these regions. At the 
close of the war she was faced with the 
task of reconstruction. She believed 
Germany should pay for it but immedi- 
ate collection of large amounts was out 
of the question. Postponement until 


eth n annt 


87,025,251,000 
26,139,116,000 
149,817,342,000 
23,800,000,000 


285,781,709,000 
$,738,260,000 


Meet] n mrt n n 


282,048,449,000 


been passed on by the Court of Ac- 
counts. The External Debt counted . 
in dollars, pounds, yen, etc., has been 
converted into francs at par. Grouped 
as internal and external it is as shown 
in the next table. 


Tre Евюмсн Pusuc DEBT—INTERNAL AND EXTERNAL 








Floating Debt 
Term Debt 

Perpetual and Long Term .......... ... е 
Bank Advances 


er ee hr bnt br trato 








Internal External 
‘ 70,038,440,000 16,991,811,000 
г 1,395,280,000 18,748,836,000 
149,817,84%,000 | | ............. 
23,800,000,000 
тр 
s 250,046,062,000 85,785,647,000 








Germany could pay was neither possi- 
ble nor desirable and the work was 
begun atonce. The large sums needed 
could not be raised by taxation and if 
they had been, the later adjustment 
with Germany might have beeh made 
more difficult. Consequently the 
funds were borrowed, the decision 


At certain recent dates, the debt has 
been as follows: 








1918 .......... ...| 88,687,000,000 
July 81, 1920............... 235,740,000,000 
June 30, 1921 .............. 267,281,000,000 
April 30, 1999............... 274,240,097,000 
June 80, 1999...............| $82,088,449,000 
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Interpretation of this debt is per- 
plexing because of the depreciation of 
the franc. This lessens the burden of 
the internal debt since the price-level is 
still over three times pre-war. Yet if 
this allowance is made there should 
also be a proper allowance on the ex- 
ternal debt. If this be done by assum- 
ing the franc to be worth one-half of 
par, (it actually is about 45 per cent at 
the time of writing and was not 50 per 
cent last April) the foreign debt be- 
comes 71,471,294,000 francs and the 
total debt 321,517,856,000 francs. 
If the franc should go back to its old 
par of 19.8 the burden remains at 282 
billion francs. But it would then be 
even more impossible to bear. A гез- 
toration of the value of the franc means 
& fall of prices and an inability to collect 
the same amount of revenue as before. 

There is still another diffieulty with 
the debt. Over 80 per cent of the 
total is floating, 1.е., due on demand or 
at the end of a period not exceeding one 
year. Of this floating debt, nearly 17,- 
` 000,000,000 francs is held abroad. 
There is danger that if the franc de- 
preciates much more, or if a plan were 
announced for stabilizing the franc at 
or near its present value, foreign hold- 
ers of this floating debt would either 
immediately sell their holdings on the 
French markets or refuse to accept new 
bills as their present holdings mature. 
The consequences would be serious. 

The “Term Debt” of 26,189,116,000 
francs includes 15,195,615,000 francs of 
* Advances from the American, Treas- 
ury" which is due on demand but 
under our recent refunding act may 
perhaps be made payable in 1947. 

8 It should be pointed out that the advances 
from the American Treasury and bonds given to 
the U. 5. Government for sale of army supplies 
are not included in “Floating Debt” but are in 
the “Term Debt.” Bulls remitted to the British 
Treasury (14,525,728,000 francs) and to the 
Bank of England (1,639,800,000) are in “ Float- 
ing Debt.” 


It also includes 5,665,342,000 francs of 
two-year Treasury Bills, some of which 
may have been issued some time ago 


- and hence will fall due in less than two 


years from now. There was an issue 
of 5,300,000,000 francs of such bills in 
1921.4 

But, perhaps, the percentage of the 
floating debt is declining and the menace 
is being lessened. Unfortunately, this 
is not the case. They are short term 
obligations issued for three months, 
six months and one year at 4, 414 and 
5 per cent respectively, now reduced to 
315, 4, and 414 per cent. 

Interestispayableinadvance. "They 
are exempt from taxation; their holders 
possess conversion preferences in sub- 
scription to future long-term loans, the 
Bank of France accepts them as col- 
lateral and they are on sale throughout 
the country, at postoffices, tax collec- 
tors’ offices, treasury agencies, etc. 
These have made them an attractive 
investment and they have been very 
popular. 'The "Treasury has relied 
upon them very heavily. Of the sums 
raised by loans on the domestic market 
these “Bons de la Defense Nationale" 
constituted 60 per cent in 1919, 37 per 
cent in 1920 and almost 70 per cent in 
1921.55 

The increase in the amount of them 
outstanding is shown by the following, 
each date being the close of the 
month named.” 


FnaEeNcH TaEAsURY Brus OUTSTANDING 
(francs) 








December, 1914............ 1.618,000,000 
12.574,000,000 
22.834,000,000 
46.140,000,000 
52.852,000,000 


63,740,000,000 





н W. C. Huntington, Special Report No. 9 
“The Significance of the Short Term Treasury 
Bills, etc," Annex “A.” 


% Ibd. x Ibid. 
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By the end of February, 1922, the 
amount was approximately 67,000,000,- 
000 francs and this was reduced to 6,- 
528,000,000 francs by April 30. While 
this is encouraging, the general fiscal 
situation does not warrant the conclu- 
sion that the improvement can continue. 

The government’s danger is a two- 
fold one. The first is the possible in- 
ability to balance the budget suffi- 
ciently to maintain its prestige. This 
might mean serious difficulty in further 
borrowing reflected in higher interest 
rates, or otherwise. Thus far this has 
not occurred, rates having been re- 
duced. The other danger is that the 
holder of debts now outstanding, 
especially the Treasury Bills, may not 
be willing to renew their holdings. This 
has not yet happened. In spite of all 
the figures we have presented, France 
is not bankrupt in the sense that she 
cannot market her securities. The 
Crédit National has just recently sold a 
loan of 8,990,000,000 francs. 


CONCLUSIONS 


What conclusions seem warranted? 
France, aside from her financial prob- 
lems has been and is improving. Trade 
is, on the whole, good: there is lit- 
tle unemployment; reconstruction has 
been going on rapidly; the trade bal- 
ance is almost favorable, or rapidly 
becoming so. This growth is being 
secured by the hard work and the 
economy of the French people. If one 
were drawing conclusions from these 
facts alone, he would be compelled to 
say that the French are at the present 
lime more nearly able than either 
Italy or Germany to begin external 


payments, such as interest on foreign. 


debts. 

But this is only a part of the story. 
As in other Continental countrigs there 
is still much inflation and there are 
probably many overdue failures. The 
commercial banks are operating on a 


very narrow margin of safety and if 
there should be any sudden increase in 
business failures they would presum- 
ably turn to the Bank of France for 
assistance. That bank, however, is 
not in а condition to meet such a strain 
except by the perilous method of large 
note :ssues, 1.е., by inflation. 

An even worse danger is the condi- 
tion of the government financing. 
Annual deficits of some 50 per cent per- 
sist and there are no indications that 
they will be less for several years to 
come, that is, if the promised recon- 
struction work is to continue. If one 
may judge by the past the French pub- 
lic is able to continue buying large 
quantities of Crédit National and 
government securities. But the debt 
charges are carried and should be car- 
ried in the ordinary budget and sooner 
or later must be met out of taxation 
(unless reparation payments solve the 
problem). As these debt charges be- 
come larger and larger, the govern- 
ment’s problems increase. No sink- 
ing fund payments are being met. 
There has been some reduction in the 
principal of her external debt, but the 
total is large, amounting on June 80, 
1921, to 36,393,900,000 francs (at par 
rate of exchange) ог to 77,806,800,000 
francs at the rates of exchange pre- 
vailing on that date.” The amount on 
April 30, 1922,.we have already esti- 
mated quite generously at 71,650,000,- 
000 francs. 

The French Government has claims 
on foreign governments representing 
advances in cash, in securities, in book 
credits and in war material. These 
amounted to 14,082,000,000 francs on 
June 80, 1921.% These debtors of 
France are Russia, (both the old régime 
and various later governments, the 
amounts being 5,755,000,000 francs) 


3 League of Nations, Memorandum on Public 
Finance, p. 47. 
38 Ibid., p. 49. 
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Belgium, the Serb-Croat-Slovene 
State, Roumania, Greece, Poland, 
Czecho-Slovakia, Italy, Montenegro, 
Esthonia, Latvia and Lithuania. 
These credits cannot be realized upon, 
and so will afford no relief. 

If, at any time, deficits cannot be 
met and necessary new expenditures 
covered by taxation or by sales of secu- 
rities, the government must choose 
between (a) downright default (b) fur- 
ther borrowing from the Bank of France 
which means a wild and ultimately 
disastrous period of inflation and (c) 
some method of scaling down obliga- 
tions which means (put bluntly) an 
open or disguised repudiation. Just 
how this might be done, we need not 
attempt to say. Possibilities are an 
arbitrary reduction, say by half, in the 
rate of interest paid on outstanding 
bonds and bills, a similarly arbitrary 
halving of the principal, or a frank 
acknowledgment of inability to pay 
certain obligations. Then there is the 
possibility of a capital levy, but French 
public opinion, probably, is not ready 
yet for so drastic a step. Still another 
possibility is to devalue the franc, de- 
ciding that in the future it is the equiv- 
alent of (say) seven or eight or nine 
cents instead of the former 19.3 cents. 
In any case this would be an inade- 
quate solution, for today the franc is 
worth much less than eight cents and 
still the government does not balance 
the ordinary budget. Besides, as al- 
ready pointed out, an announcement of 
devaluation might precipitate, a crisis 
since speculative holdings of francs, 
especially abroad, might promptly be 
thrown on the market. Speculation 
on the matter is idle. 


4 


, Suificient funds for the purpose. 


Can France meet her foreign obliga- 
tions? Her economic position is not 
so bad that we need give a flat nega- 
tive, but in the process of reconstruc- 
tion government credit has become 
heavily involved and the outstanding 
debts are enormous. Can the govern- 
ment devise methods of taxation that 
will divert annually to the Treasury 
enough of the national income to make 
the payments due? Probably not. 
There are numerous criticisms of 
French taxation but none of the sug- 
gestions, even if applied, could furnish 
If in- 
ternal obligations were scaled down or 
cancelled, doubtless the foreign debts 
could in time be met but it is idle to 
think of the French public assenting to 
such a solution. 

The only possible conclusion is that 
in the absence of outside relief nothing 
can be done to prevent an ultimate re- 
adjustment of the French public debt. 
What should this relief be? A loan? 
This would merely add to the burden 
of promises and would not be a solu- 
tion. Its only justification would be 
that it would help tide over a tempo- 
rary emergency until payments from 
Germany are made on reparation 
account. 

Toward Germany the thoughts of 
the French of all groups are directed. 
Some still expect and demand the 
large amounts originally specified, at 
least the amounts agreed upon in May, 
1991. Others now call for less but 
there are few, if any, who do not ex- 
pect a considerable measure of relief 
from that direction. The situation in 
Germany will be considered in the next 
chapter. 
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Chapter V 
GERMANY 


Pre-war Germany had an area of 
208,780 square miles, a population of 
64,926,000 and a consequent popu- 
lation density of 811 per square mile. 
The population, which had, prior to 
1850, been chiefly rural, had concen- 
trated greatly in the cities. Emigra- 
tion, which for many years had been 
very heavy, fell off until it was very 


Sir R. Henry Rew, as stated in 
Chapter IV, considers that with a 
moderate amount of economy Ger- 
many could be self-sufficing in food 
supplies, she actually did import con- 
siderable amounts of food and not 
all authorities agree with Sir Henry’s 
conclusions. Also she depended on 
outside countries for both food sup- 



















slight just before the war. In- plies and markets. Let us notice 
GenaAN Forres Trape 
(an millions of marks) 
1909 1910 1911 1912 1918 
Imports. ....... ..... 8,526 9 8,934 1 9,705 7 10,691 8 10,770 8 
Ехрогів.. ............. 6,594 2 7,474 1 8,106 1 8,956 8 10,096 5 
Import Surplus... 1,932 7 1,490 0 1,599 6 073 8 





dustrialization made possible the sup- 
port of larger and larger numbers of 
people. The per capita income of 
this population in 1914 was $140. 

This change to an industrial life in 
Germany resulted in a great depend- 
ence on other countries. Although 





first her pre-war imports and exports 

for a series of years as shown by the 

table афоуе. 

` Next may be given an analysis of the 

foreign trade of 1913 by groups of com- 

modities as shown by the table below. 
Some of the leading items in Ger- 


German Боһисм Trane -N 1918 


(in millions of marks) 











Surplus of Exports (4-) 





Imports Exports or of Imports (—) 
Lg c rus 
Live Animals  . . .. ................ 989 7 7.4 — 282.3 
Beverages and foodstuffs ........ ....... 2,759.5 1,085 9 — 1,798 6 
Raw materials . . . .............. eee 5,008 5 1,578 0 —3,485 5 
Semi-manufactured products. . ......... 1,988 8 1,189 4 — 994 
Finished ргоёис{в....................... 1,478.8 6,895 8 +4,917.0 
Total o sr vee eet fe .| 10,770.83 





1The Income in the United States by W. C. Mitchell, & al., p. 85. Based on estimates of Sir 
Josiah Stamp. 
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man foreign trade by percentages of 
the total are the following:? 


Gurman FonEIGN TRADE Bx PERCENTAGES OF 
THE ToTaL 








Per Cent 


Exports of Total 


[en 


Iron goods, including tin plates ... 32 
Machinery, ес................. 7.5 
Coal, coke and briquettes........ 7.0 
Woolen goods, including raw and 





combed зооЇ.................. 5.9 
Cotton goods, including cotton yarn 
and thread and raw cotton ..... 56 
Total. vct рыр 89 2 
Imports 
Raw materials. ....... ..... .. 358 
Food, tobacco, е{с............... 28 8 
Мапшасїшгез................... 39 
Total женк A Reed 67 5 


Of the raw materials, imported cot- 
ton was most important, followed in 
order by hides and skins, wool, copper, 
coal, timber and iron ore. Of food- 
stuffs, cereals came first (12.2 per cent), 
followed by oilseeds and cake, cattle, 
coffee, eggs and tobacco. 

An examination of these trade 
statistics shows first of all that Ger- 
many had an excess of imports as did 
the other countries we have examined. 
This excess averaged 1,480,000,000 
marks for the five years given and was 
offset by invisible items the chief of 
which were the earnings of the merchant 
marine and interest on foreign invest- 
ments. In 1914 tonnage of her mer- 
chant fleet (steel, steam and motor 
vessels of over 100 tons) was 5,098,000 
gross tons, being next to that of the 
United Kingdom which, however, was 
much larger, being 18,877,000 tons. 

з Summarized from J. M. Keynes, The Eco- 
nomic Consequences of the Peace, pp. 190-2, 


Her foreign investments were estimated 
by Sartorius von Waltershausen in 
1915 at between twenty and twenty- 
five billion marks. Riesser in 1906 
had estimated the same amount but 
thought it too low. 

The total volume of foreign trade 
in 1918 (exports and imports com- 
bined) was 20,866,800,000 marks or 
821 marks ($76.40) per capita, a large 
amount compared with the per capita 
income of $146 or with the per capita 
volume of the foreign trade of the 
United States which in 1914 was $42.57, 
(our per capita income being $3385). 
It is important to observe the com- 
position of this trade. Nearly one- 
half of the imports in 1913 were raw 
materials and considerably over 60 
per cent of the exports were manu- 
factured products. 

It is necessary, in discussing the 
present situation in Germany, to keep 
in mind that we are dealing with a 
country that prior to the war was 
largely industrialized and, hence, de- 
pendent on foreign supplies of r&w 
materials and on the retention of mar- 
kets in which she could sell her goods. 
An interference with either was bound 
to be disastrous—more so than in 
France and probably more so than in 
Italy, although less so than in Eng- 
land. 

A balance sheet for pre-war Ger- 
many is to be found on page 61. 
Trade figures are five-year averages 
and the other items are estimated.? 

'This balance sheet indicates that 
Germany was accumulating new for- 
eign investments each year to the ex- 
tent of about one billion marks 
(8988,000,000). Adding this to her 
purchases of goods, there was a total 
of 10,750,000,000 marks, met only to 
the extent of 8,250,000,000 marks by 
exports of merchandise. The balance 


" 3 Taken from Charles Rist: Les Finances de 
Guerre de Г Allemagne, p. 289. 
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А BALANCE SHEET FOR PRE-WAR GERMANY 
(in millions of marks) 
Debtor Creditor 
To purchase of foreign goods .... 9,750 | By sale of merchandise ... . 8,250 
Ditto foreign securities and invest- By coupons of foreign securities held 
ments sencese ones жун Кар Res 1,000 by Germans and dividends on Ger- 
man enterprises abroad . 1,500 
By freight for sea transport on foreign 
account... ... 500 
By disbursement of foreigners i in | Ger- 
many, insurance premiums paid to 
Germany, companies, etc........ 500 
Totals . . ... .......... 16,750 "Totals. ... 10,750 








of 2,500,000,000 marks was met in 
three ways: first and largest, by inter- 
est and dividends on her accumulated 
foreign invesLments—1,500,000,000 
marks; second, by the earnings of her 
merchant marine—500,000,000 marks; 
and third, by services rendered to 
foreigners—tourists, business men, etc. 
—500,000,000 marks. 


Pre-War GERMANY SUMMARIZED 

We may summarize by saying that 
pre-war Germany was prospering and 
had a large foreign trade. Although 
her per capita income ($146) was 
higher than that of Italy ($112) it 
was less than that of France ($185) 
or the United Kingdom ($248) or the 
United States ($335). Her popu- 
lation depended much more on foreign 
trade than did that of France. She 
had a larger industrial proletariat 
than that of France and the owner- 
ship of property was less widely 
distributed. 

The war period may be passed 
briefly as we have done in speaking of 
other countries. With certain im- 
portant exceptions it affected Germany: 
as it did the rest of the belligerents. 
She lost many of her best men by 
death and wounds, her machinery and 
equipment depreciated and her agri- 


cultural lands deteriorated through 
lack of fertilizers and of careful culti- 
vation. Her experiences differed from 
those of France and Italy in two ways 
that call for attention. Her foreign 
trade during the war dwindled until 
it became of small importance com- 
pared with that of the pre-war years. 
The trade of her enemies suffered 
severely but not to so great a degree. 
On the other hand the war was fought 
for the most part outside of Germany 
and she was not faced with the task of 
restoring large devastated areas. 

In reciting the leading economic 
provisions of the peace treaty, we 
shall not raise the question of the 
justice of the penalties or sanctions 
.imposed. The writer may briefly re- 
cord his opmion that, no matter how 
intense one’s convictions may be, the 
question is today less important than 
many others and is diminishing in 
importetice as the months pass. 
Avoidance of future conflicts and the 
restoration of economic activity, at 
least to the pre-war volume, so far 
surpass it in significance that we must, 
if need be, subordinate our convic- 
tions regarding German guilt and 
punishment, the mistakes in the Ver- 
sailles Treaty and other matters con- 
nected with the past. It is time to 
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look forward and not to dwell on the 
past. Whether this view is the cor- 
rect one or not each reader must de- 
cide for himself after an examination 
of the facts already presented and 
those in later pages. 

We need not attempt a complete 
enumeration of the economic clauses 
of the Treaty of Versailles. They 
have been presented at length anc 
in many places. For our purposes 
reference need be made to only three 
or rather to three groups of them. 

One was the imposition of a repa- 
ration payment. The total amounz 
of this was not indicated but was lefz 
to be settled by a Reparation Com- 
mission whose decision was to bs 
reached by May 1, 1991. For this, 
there seem to have been several rea- 
sons. One was the acute difference 
of opinion (protests coming partic- 
ularly from the American delegates) 
over the items for damages that could 
properly be included in view of tke 
terms of the pre-armistice statements 
and the armistice terms. A second 
was a similar difference of opinicn 
regarding German capacity to pay. 
Third was the intensity of feelirg 
among the peoples of the Allied 
countries, particularly France ard 
England, who believed that the de- 
feated enemy could and should pay 
all the costs of the war. This feeling 
was increased, rather than diminished, 
by numerous unfortunate utterances 
of prominent statesmen. Fourth is 
the fact that the settlement of repa- 
ration charges in money tetms was 
particularly difficult in a period of vn- 
certain price levels. А determined 
amount might prove to be too low if 
prices should later rise (as they ac- 
tually did for many months) or too 
high if prices later fell (as they did 
during 1920 and 1921). 

In Chapter TX we shall refer to zhe 
decisions as to the amount of the pay- 


ments, pausing here only to notice 
that the sums demanded were large, 
and to indicate the ways in which a 
country can make payments. The 
mechanism of payment is technical 
and is connected with credits, foreign- 
exchange, bank reserves and other such 
things. These are highly important 
but less so than the underlying eco- 
nomic conditions which they merely 
reflect. 


METHODS ок INTERNATIONAL PAYMENT 


Payments from one country to an- 
other can be made chiefly in four ways. 
One is by the shipment of gold. This 
method is unimportant when the sums 
involved arelarge. We have observed 
in Chapter I that Europe today owes 
us over $14,000,000,000. Gold sup- 
plies are entirely inadequate to pay 
any large fraction of that amount, 
or even to meet the interest charges. 
If existing amounts were shipped, the 
gold basis for the finances of the 
debtor country would be removed 
and its credit structure would probably 
crumble, while the receipt of the gold 
by the creditor country might merely 
furnish a basis upon which to inflate 
its own credit structure. Let us dis- 
miss gold as unimportant when large 
sums are involved. 

Second is the rendering of services. 
At the beginning of this chapter, we 
noticed that, before the war, Germany 
rendered services in several ways and 
by doing so created credits amounting 
to perhaps onebillion marksper annum. 
One-half of this was earned by the Ger- 
man merchant marine which carried 
freight for foreigners, collecting five 
hundred million marks for doing so. 
The other half was paid by foreigners 
traveling or resident in Germany who 
paid hotel bills and traveling expenses, 
and by foreign business men who in- 
sured with German insurance com- 
panies, etc. 
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Third is by the sale of securities. 
Other parts of the world became in- 
debted to Germany and temporarily 
adjusted the matter by selling their 
stocks and bonds to Germans. We 
Americans have similarly purchased 
several bilions of dollars of foreign 
securities in recent years. But all 
possible emphasis should be placed 
on the fact that this sale of securities 
is not an actual payment. It is 
merely a postponement, a promise to 
pay later. . 

Fourth and most important is the 
exportation of commodities. Pre-war 
Germany bought annually from abroad 
9,750,000,000 marks’ worth of goods. 
To the extent of 8,250,000,000 marks 
she paid for these by exporting her 
own merchandise. 

Let us return now to the question of 
reparations. А decision to require 
a large payment necessarily meant a 
demand upon Germany to pay in one 
or several of the ways mentioned. 
Although a small amount of gold could 
be taken and has been (while at the 
present writing Belgium is demanding 
another 100,000,000 marks in gold) the 
total could not be of any considerable 
importance. The offer of securities, 
le, German Government bonds or 
promises of any kind, would not be a 
payment at all but merely a promise, 
a postponement to a later date. 
This leaves chiefly two possibilities— 
services and commodities. The atti- 
tude of the framers of the treaty 
(and to a very important degree of 
their peoples behind them) toward 
these two matters becomes very im- 
portant and their views are reflected 
in some of the other provisions of 
the treaty. 

We observed above that the most 
important of the economic previsions 
fell into three groups, and we have 
discussed the first of these—the de- 
mand for a large reparation payment. 


Next are the stipulations that affected 
German capacity to render service. 
The most important pre-war service 
of Germany was performed by her 
merchant marine. Through the rav- 
ages of the war she lost many vessels 
but of more importance are the pro- 
visions of the treaty from which the 
following excerpts are taken: 


Germany recognizes the right of the 
Allied and Associated Powers to the re- 
placement, ton for ton (gross tonnage) and 
class for class, of all merchant ships and 
fishing boats, lost or damaged during the 
war. 

'The German Government, on behalf of 
herself and so as to bind all other persons 
interested, cedes to the Allied and Associ- 
ated Governments the property in all 
the German merchant ships which are of 
1,600 tons gross and upwards: in one-half, 
reckoned in tonnage, of the ships which are 
between 1,000 tons and 1,600 tons gross; 
in one-quarter, reckoned in tonnage, of the 
steam trawlers; and in one-quarter, 
reckoned in tonnage, of the other fishing 
boats. 

As an additional part of reparation, 
Germany agrees to cause merchant ships 
to be built in German yards for the account 
of the Allied and Associated Governments 
as follows: 


Further quotation is not necessary. 
Germany agrees if demanded to build 
and deliver to the Allies ships of such 
type as they may specify up to 
200,000 tons per year for five years. 
The value of these deliveries is to be 
credited to the reparation account. 

It wil] be noticed that Germany was 
required to surrender all of her larger 
merchant ships and an important 
fraction (from one-quarter to one-half) 
of her smaller ones. Further she 
bound herself to deliver large amounts 
of tonnage to be later constructed. 
Some of these requirements were later 
modified but not sufficiently to weaken 
our conclusions. Germany’s capacity 
to pay by rendering service with her 
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merchant fleet was immediately re- 
duced from a possible 500,000,000 
gold marks per annum to nearly or 
quite nothing (accepting the pre-war 
earning power as a basis). Her abil- 
ity to create a new fleet was weakened 
by the demand for ships later con- 
structed. This meant the divérsior 
of labor and capital that might have 
been used in other ways: (1) to con- 
struct ships for delivery tothe Allies anc 
(8) to construct other ships for her owr. 
use, replacing the ones surrendered. 

How far was Germany's capacity 
to render other service weakened? 
There is nothing in the treaty tha- 
operates to keep tourists out of Ger- 
many, although antipathy toward th» 
Germans and the economic situation 
there may have had some influence. 
On the other hand, the low level of the 
mark on the world's exchange markets 
has encouraged travel and residence 
in Germany. 

German ability to render financicl 
service to other countries has probably 
been greatly impaired. Her foreign 
trade and financial organization wes 
greatly weakened from 1914 to 1913. 
War and post-war hatred has played 
an important part and has been power- 
fully aided by strong pleas everywhere 
to turn business to home banks ard 
insurance companies. 

The net result of these forces can be 
stated with precision by no one. If 
a calculation could be made it would 
probably show that German capacity 
to render services abroad after the war 
was no more than from one-fourth to 
one-half her pre-war capacity. 

The other leading method of payment 
is by the delivery of commoditizs. 
German capacity to do this was 
affected in several ways. 

The first was by the reduction of her 
territorial area. She has lost Alsace- 
Lorraine, Poland, Upper Silesia and 
other minor areas. She has for at 


least fifteen years lost the coal output 
of the Saar Basin. She has also lost 
all of her colonies. 

Second, was the temporary re- 
duction in capacity because of her 
losses of man power during the war, 
the lowered vitality of her entire 
population and the depreciation of her 
capital. The last factor manifested 
itself in an impoverished soil, a de- 
teriorated railway system, poorer tools 
and machinery in her factories, a 
greatly retarded building program 
and in other ways. These are, of 
course, difficulties that were faced by 
all of the belligerents and some of 
them even by neutrals. 

Third come the provisions of the 
treaty which relate to commercial 
relations. Germany is required to 
extend most favored nation treatment 
to products from the Allied ‘and 
Associated countries. To this in it- 
self there can be no objection. Ger- 
many’s capacity to pay indemnity 
is affected because the obligation is 
not reciprocal. Any treaties entered 
into before the war binding the Alhed 
and Associated Powers to grant most 
favored nation treatment to Germany 
are wiped out by the treaty of peace. 

An even more serious check to 
Germany’s export trade has been the 
hostility throughout the world to 
German goods and the tendency 
shown by most countries to erect 
tariff barriers. The United States 
passed the Emergency Tariff of 1921 
and more recently the  Fordney- 
McCumber Act. France has strength- 
ened her tariff barriers and even 
England, the home of free trade, has 
attempted to grant a measure of pro- 
tection to home industries. 

These influences reduced German 
capacity to pay with commodities 
by lessening her sources of supply 
of raw materials and by depriving her 
of markets. 
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GENERAL EFFECT or THE TREATY 
PROVISIONS 


These three groups of provisions 
(combined with certain associated 
conditions) were contradictory. A 
reparation payment was demanded 
whose amount was not at first de- 
termined, but was later set at a large 
sum. Payment of this necessarily 
meant the delivery of goods, the 
rendering of services or both. Other 
provisions made such payment more 
difficult (and, in the opinion of the 
writer, impossible) by weakening Ger- 
man capacity to render service and 
by imposing obstacles to the exporta- 
tion of goods. 

No reference has yet been made to 
German holdings of foreign securities— 
her investments in other countries, 
which have been estimated at from 


twenty to twenty-five billion marks. . 


Like other belligerents the Germans 
sold many of these during the war 
and much German property in bellig- 
erent countries was seized and held, 
to be used in the settlement of counter 
claims for damages. Much that is 
left of the pre-war holdings is doubtless 
concealed to avoid confiscation. New 
post-war investments have similarly 
been concealed. Their amount is at 
present a matter of guess, the estimates 
varying widely.‘ 

Under the most favorable conditions, 
a modern country finds it difficult to re- 
adjust quickly its economic life in order 
to begin making large foreign payments. 
Agriculture, industry, commerce and 
finance are delicately interrelated and 
adapted to a certain combination of 
imports, exports, freight payments, 
tourist travel, etc. A demand to 


*One English banker told the writer he be- 
lieves the amount at present to be about £500,- 
000,000. Sir Robert Horne in thé House of 
Commons on August 8, 1922, placed the amount 
at £200,000,000 after making deductions for 
necessary working capital. 
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favorable conditions. 


make heavy external payments is a 
demand for a readjustment of intricate 
economic machinery, a shifting of 
large amounts of labor and capital. 
Under the most favorable circum- 
stances such adjustments can be ac- 
complished only slowly by the richest 
of countries. 

Evidence of this is not hard to find. 
After the close of the war, the United 
States could not hope to collect at 
once the interest due her from her 
European debtors and agreed to а 
funding of interest for a period of three 
years. Even today none of those 
debtors is in a position to pay large 
amounts, and most of them can as yet 
pay none at all. It is an economic 
impossibility. Our survey of Italy 
shows her inability at present and for 
an indefinite period in the future. 
The economic organization of France 
has been so adjusted that payments of 
small and increasing amounts could 
begin if it were not for an internal, 
fiscal situation that makes it im- 
possible and perhaps politically and 
socially dangerous to make the attempt. 
Englend has announced her readiness 
to begin payments at once, but many 
Englishmen seriously doubt her eco- 
nomic capacity. 

In a later chapter we shall con- 
sider the situation of England, but 
for the present must again turn to 
Germany. We have expressed the 
opinion that the payment of large 
reparation sums would have been for 
а time impossible even under the most 
The payment 
was made even more impossible by 
the loss of her merchant fleet, her 
foreign investments and her colonies 
and by her weakened economic con- 


E Thus Е. W. Hirst in the Public Ledger of 
September 14, 1982, voices & serious doubt re- 
garding her aLility actually to continue making 
the payments so freely promised only a short 
time ago. 
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dition. Moreover, Germany's polit- 
ical condition complicated the prob- 
ет.‘ The strongest of governments 
could not have done the impossible 
and only & weak government could 
exist in Germany in the post-war days. 

Perhaps it is worth while to observe 
again that in none of these statements 
have we intended to express an opinion 
regarding the justice of any of the terms 
imposed on Germany at the end of the 
war. We are attempting an expla- 
nation of the present economic sit- 
uation in Europe. One of the first 
steps in an undertaking of it is to 
grasp the fact that the terms were 


Let us turn now to the economic 
developments in Germany since the 
close of the war. What progress has 
been made and how near is the country 
to the pre-war level? We have com- 
mented on the difficulties in presenting 
statistics for Italy and France whose 
areas have been altered only slightly 
by the post-war settlements. German 
frontiers have been changed so com- 
pletely as to make trustworthy esti- 
mates much harder. 


AGRICULTURAL OUTPUT 


In the following figures for agricul- 
tural output amounts are for German 


Aqgricuururn IN GzuuANY—ToraL YIELD 




















(in thousinds of tons) 
Sugar 
Year Barley Beets 
1918., 3,040 16,642 
1820 . 1,792 7,964 
РИО 1,938 7,559 
Per cent, 1921 to 1918. 68 45 


impossible of fulfillment, even by a 
people eager and anxious to do so. 

That the Germans do not want to 
make large payments is entirely prob- 
able. The writer is quite convinced 
such is the case. He is equally certain 
that many subterfuges have been em- 
ployed to delay payments and to 
lessen their amounts. Nevertheless 
the impossible nature of the demands 
have given Germany an admirable 
and an entirely adequate excuse for 
her failure. 


* Walter Rathenau, late Foreign Minister 
of Germany, expressed it in January, 1922, in an 
address at the Cannes conference: “ Deutschland 
rst immer ein Land der Ordnung gewesen, Deutsch- 
land isi aber durch einen verlorenen. Krieg, durch 
schwere Verluste und durch eine Revolution 
hindurchgegangen.” His own murder five months 
later was evidence of the accuracy of his picture. 








territory as it existed in 1921. The 
figures for sugar beets, however, are 
for pre-war territory.’ 

A considerable portion of Upper 
Silesia has since changed hands but 
that is much more important in a 
presentation of mineral output than 
in agriculture. 

If, as is claimed,® pre-war estimates 
overstated yields by perhaps 15 per 
cent and they are now understated by 
perhaps 5 per cent, a considerable 
modification of the above is necessary. 
Even if this allowance be made, the 

"Taken from Report on the Economic and 
Financial Conditions in Germany to March, 1988, 
by J. W. F. Thelwall, commercia! secretary to 
Н.М. Embéssy, Berlin, Appendix XXV. 

8 See e.g, Joseph S. Davis, “Recent Economic 
and Financial Progress in Germany," The He- 
view of Economic Statistics, July, 1921, p. 155. 
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slow recovery of productivity through 
1921 was not encouraging. The short- 
age of fertilizers and of labor are at 
least partial explanations. The out- 
look for 1922 was more promising but 
the latest reports in the public press 
are discouraging, stating that the poor 
weather had seriously damaged the 
crops with the exception of potatoes, 
the yield of which is expected to be 
large. 

Agriculture is clearly below pre-war. 
Even after making every allowance for 
inaccuracy in estimates, one is forced 
to the conclusion that the amount of 
home-grown food is much less per 
capita than before the war.? In 


of another sort that may be utilized. 

The numbers of various animals are 
as shown in the table below, the figures 
again being for the new frontiers." 

This shows a much better situation. 
The worst condition, as yet, is the 
number of swine which is only 70 per 
cent of 1918—due perhaps to the free- 
dom with which swine were slaughtered 
during the war. 

But even with this better showing in 
the livestock figures there is clearly 
no margin for export of food, unless 
we should assume a very greatly re- 
duced consumption of food per capita. 
One German ё authority declares that 
the “German people must still be 


Livestock IN GERMANY 
(000's omitted) 








Horses 


horses) 


8,835 
3,588 





Per cent, 1921 to 1918 ... 96 


addition to the alteration of boundaries 
there has been a considerable amount 
of immigration into Germany. One 
estimate 10 is that the population den- 
sity of 125 per square kilometer before 
the war has become 131.8 today. 

There is an intensified demand for 
food and so far as the products named 
are concerned there is less product. 
If there is not a lowering of standards, 
more food must be imported unless, 
of course, there is home-grown food 


‘The area of Germany is about 18 per cent 
less than pre-war and the population about 10 
per cent less. : 

1? P. Merz, “The Food Supply of Germany,” 
Manchester Guardian Commercial Supplement, 
Section 6, p. 859, 


(excluding Army 


18,570 
16,806 
16,889 


90 





content with 55 per cent of the most 
necessary articles of diet which were 
&vailable, per head of the population, 
before the war. 'The standard of 
living has been lowered since pre- 
war days by 45 per cent.” 

Whether these percentages are cor- 
rect tbe writer does not know, but it is 
entirely clear that Germany's ability 
to pay reparations, by means of the 
export of foodstuffs, is even less than 
beforethe war andit will be remembered 
that she then imported a considerable 
percentage of her food. Such a situ- 


и J. W. Е. Thelwall, op. ct., Appendix XXVI. 
u P, Merz (Privy Councillor, president of the 
State Corn Department) op. cit. 


68 TEHE ANNALS OF THE AMERICAN ACADEMY 


ation is not surprising. Germany is 
an industrialized country and must 
import food and raw materials. Un- 
less there is a revolutionary change in 
her economic organization this will 
continue to be the case. 

This is illustrated by the figures for 
German imports for’ the first three 
months of 1922, when the food im- 
ported (excluding live stock, tobacco 
and beverages) was valued at 12,605,- 
000,000 marks or nearly 20 per cent 
of the total imports.” 


OTHER Propucts 
The output of German coal is more 
encouraging while that of pig iron 
and crude steel is less so. 4 


Propuction or Солі, Pia [вом AND 
CRUDE STEEL 


(monthly averages in thousands of metric tons) 








* From 1919, excluding Alsace-Lorraine and :rom 
1920 excluding Baar and Palatinate 
eluding Даленов includmg Alsace-Lorraine 
from 1913 to October, 1018 


Of the three commodities named, 
the output of coal is most nearly 
up to the pre-war level. In esti- 
mating its volume, allowance must be 
made for the loss of Alsace-Lorraine, 
the Saar and the Palatinate. In judg- 
ing of its importance as compared 
with German needs, it must be re- 
membered that Germany is under the 

13 Federal Reserve Bulletin, July, 1922, p. 815. 


e of Nations, Monthly Bulletin of 
Statistics, June, 1922, pp. 7 and 8. 


obligation to deliver 2,000,000 tons 
per month to the Reparation Com- 
mission, the actual amount of the de- 
liveries being considerably Jess. There 
are reductions in German needs due 
to losses of territorial area, and there 
are probably some increases due to 
altered industrial conditions within 
the country. 

The net result may be indicated by 
noting that in 1918 Germany imported 
11,400,000 tons of coal or somewhat 
less than one million tons per month. 
Today, with a reduced area she is 
importing more. The amount im- 
ported from Great Britain has been 
increasing for several months and for 
August, 1922, is estimated at 1,500,000 
tons. This large amount seems to be 
due in part to & reduced production 
in the Ruhr, where at the present 
time there seems to be hope for a 
larger output. 

The pig iron output of 1921 was less 
than half that of 1918 and, if the 
production of Alsace-Lorraine, which 
averages 93,000 tons per month, were 
added, it would be only a little more 
than half. The output of crude steel 
is only & little more than one-half 
that of 1918 and the Alsace-Lorraine 
output of 72,000 tons would make the 
total in 1921 only 822,000 tons per 
month or less than 59 per cent of that 
in 1918. 


Tae Votoms or Forren TRADE 

Turning from this discussion of in- 
ternal productivity to Germany's for- 
eign trade as a whole, what do we 
discover? Неге, too, statements are 
hard to make with precision. Because 
of the widely fluctuating quotations 
for the mark, trade statistics are hard 
to interpret. 

We may state the figures.first in 
marks without allowance for depreci- 


Commerce Reports, September 18, 1922, 
p. 768. 
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GERMANY'S IMPORTS AND Exports 
(in millions of paper marks) 

BALANCE OF 

YEAR Iarorts Ехровтз Exports (+) ов 

or Inports (—) 
1913.. 890 841 — 49 
1919.. 2,698 838 — 1,860 
1920", 5,696 4,579 — 1,117 
1921f.. .. 9,910 8,295 — 1,015 

1922 

January . 12,641 14,394 -+ 1,753 
February. 12,001 14,482 + 2,481 
March.. 22,919 21,285 — 1,634 
Aprl 28,266 99,055 — 5,811 
May 32,422 27,076 — 5,386 
June.... 80,232 — 4,182 
July... 85,707 — 10,081 


-+ 3,800 





for the other months not available 


* Average age for first sıx months only. 
{ Average for eight months only. Figures for first four months not available. 


ation, giving monthly averages in 
millions of marks.!5 (See table above). 

With the exception of December, 
1921, and January, February, and 
August, 1922, Germany’s trade balance 
has been unfavorable. However, it 


seems large as stated in paper marks 
and must be corrected to allow for de- 
preciation. Stated in gold marks by 
allowing for this depreciation the fig- 
ures are as follows for the eight months 
of 1921 and for 1922: 


СкнмАхҮ'в IMPORTS AND Exports 











(in millions of gold marks) 
BALANCE OF 
Exports (+) ов 
or Inreorts (—) 
1918. — 49 
1921 
May — 62 
PUNE rm — 59 
PUY is e I eh ROBE. Ge Bee oe — 75 
August .......... — 188 
September —131 
October —122 
November — 6 
December..... + 16 
1922 
January .. „а а. erre 4- 38 
February + 48 
Мате ео xou dcs nie — 98 
АР ае ан deere — Ti 
Маў ыйы зе жедш; АА — 76 
June э кужын ue жыйы УКУ Wes — 58 
Monthly average in 1922 ... .... ? — 94 


Per cent of 1922 to 1918..... ...... 





15 Figures as given in Federal Reserve Bulletin, August, 1992, p. 978, except for 1919 and the first 
five months of 1920, which are from Documents of the International Financial Conference at Brussels, 


1920, Paper No. V, International Trade, p. 29, é 
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It will be helpful also to present the 
monthly averages of foreign trade in 
thousands of metric tons. 


GERMANY'S Іыровтв AND EXPORTS 
(in thousands of metric tons) 














Year Imports | Exports 
1918.. 6,073 
1920 1,570 
1921 * 3,194 
1922 
January 2,309 
February 1,475 
March 2,645 
April 2,889 
May..... 3,810 
June....... 4,030 
July.... ... : 4,790 1,680 
Monthly average in seven 
months of 1922 9,135 2,041 
Per cent of 1922 (sever ; 
months) to 1918. .. . 51 83 


> Eight months only 


The import figures we have given do 
not include philanthropic gifts nor do 
the exports include deliveries on repa- 
rations account. 

If one examines the first set of figures 
which give the foreign trade in paper 
marks, he gains the impression of a 
very great increase, of a flood of Ger- 
man goods making their way into the 
world’s markets and disastrously com- 
peting with the products of other coun- 
tries. It is necessary to keep con- 
stantly in mind, when one reads the 
reports of German trade, that it is 
expressed in paper marks and should be 
converted to gold marks before conclu- 
sions are drawn. x 

Where this is done, as shown above, 
by multiplying the figure for each 
month by the percentage of parity of 
the German mark during that month 
in terms of the American dollar, the 
result is startling. Instead of the vol- 
ume of trade being nearly four times as 
great as before the war (the impression 
conveyed by the first figures) the rela- 


tionship is just reversed. Imports for 
the first six months of 1922 averaged 
only 368,000,000 gold marks or only 
41 per cent of the average for 1918. 
Exports during the same period aver- 
aged $44,000,000 gold marks, or only 
41 per cent of the average for 1918. 
Tonnage statistics show the same situa- 
tion. Imports into Germany averaged 
6,073,000 tons per month in 1913 but 
опу-3,185,000 tons per month during 
the first seven months of 1992—or 51 
per cent of the 1913 figures. Exports 
in 1918 averaged 6,141,000 tons and in 
1922 only 2,041,000 tons or 38 per cent 
of the 1913 figure. 

Such a situation is worse than seri- 
ous. lftrue,itisappalling. It means 
an immediate shortage of food and raw 
materials, a shortage that goes far to 
explain the reports of unrest and riot- 
ing in German cities. Even worse, it is 
gradually weakening German produc- 
tive power by cutting off nourishment 
and the raw materials needed by the 
factories. 

Next to attract attention is the fact 
that Germany still has an import bal- 
ance. For the eight months of 1921, 
this import balance averaged 71,000,- 
000 gold marks, compared with only 
49,000,000 gold marks in 1918. Unless 
this is offset in some way by other 
items, Germany is not making external 
payments but is going farther and far- 
ther into debt. If she is settling obli- 
gations in one direction, they are being 
increased still more elsewhere. 

Are there any invisible items? Prob- 
ably so, but their size cannot be very 
large. Her merchant marine of 5,098,- 
000 tons in pre-war days earned, as 
estimated above, about 500,000,000 
gold marks. Her present fleet of 1,- 
733,000 tons (on June 30, 1992,) is 85 
per cenf of the pre-war size and with 
ocean freight rates at their present 
level can presumably earn no more 
(and perhaps less) than 35 per cent of 
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600,000,000 marks ог 175,000,000 
marks per year which is less than 15,- 
000,000 gold marks per month. This 
cannot offset the average import bal- 
ance of 71,000,000 gold marks per 
month in 1921 and 24,000,000 gold 
marks in 1922. 

The other invisible item of impor- 
tance is that of interest on foreign 
investments. The amount of this 
cannot be estimated today with any 
accuracy. The most generous esti- 
mate from any responsible person was 
given to the writer by one of the best 
known and ablest of the British bank- 
ers as £500,000,000 which is about 10,- 
000,000,000 gold marks or less than 
one-half of the estimated amount in 
pre-war days. At 5 per cent this 
would yield in interest return less than 
42,000,000 gcld marks per month, still 
leaving a large import balance to be 
provided for; Sir Robert Horne, Chan- 
cellor of the British Exchequer in the 
House of Commons on August 8, 1922, 
estimated these foreign holdings, ex- 
clusive of working capital, at only 
£200,000,000. This would give an 
interest yield of less than 17,000,000 
gold marks per month. 

If these trade statistics are accurate 
or even approximately so, Germany 
was getting farther and farther behind 
in 1921, and is just about balancing 
accounts in 1922. But are they ac- 
curate? Mr. C. E. Herring, United 
States Commercial Attaché at Berlin, 
after & study of the statisties of the 
last six months of 1921,17 concludes 
that the figures eannot be considered 
entirely accurate. He states his belief 
that “the Statisches Reichsamt com- 
piles accurately the material which it 
receives but that a large amount of un- 
dervaluation of exports exists, either by 


17 “Analysis of German Foreign Trade Statis- 
tics,” United States Department of Commerce, 
Trade Information Bulletin, No. 40, June 20, 1922, r 
p. 17. 
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double invoicing or otherwise." "There 
is probably inadequate checking up of 
the shipments at Hamburg, the chief 
outlet for German exports. Expori 
priees have probably not been held 
down but, since the London ultimatum 
bases a part of the reparations pay- 
ment on the value of German exports, 
the German exporter has a strong in- 
ducement to conceal his actual sales’ 


price. 
Mr. Herring’s general conclusion 
should be quoted in full: 


The net result of these investigations 
is the discovery that quantities are some- 
what understated, but that in any case 
they are very much smaller than before 
the war and indicate an abnormal relation 
between German production and German 
exports. There is a more serious dis- 
crepancy in the value of figures of German 
exports which may mean that the visible 
balance of trade, if not actually favorable 
during 1921, has been less adverse than the 
figures would indicate. These inaccuracies, 
however, do not vitally affect the conclusion 
that during the last six months of 1921, 
the decline in the world’s purchasing power, 
rather than more formidable German com- 
petition, is the explanation of the depression 
of the export trade of other great in- 
dustrial countries, and that German in- 
dustry will, apparently, have to export a 
considerably larger proportion of its out- 
put than during the past year if present pro- 
duction and unemployment are to be 
maintained. 


‚ UNEMPLOYMENT IN GERMANY 


The last sentence quoted from Mr. 
Herring's report confirms the fre- 
quently heard statement that there is 
great activity and little unemployment 
in Germany. The following statistics 
present the available data on this 
question. 18 

There are no inclusive unemploy- 


18 Federal Reserve Bulletin, November, 1921, 
and August, 192%. For April to July, 1922, 
from Commerce Reports, passim. 
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ment figures and the statistics in the 
table below include only those receiving 
state aid. 

‘These figures are remarkable for the 
sudden decline, beginning in May, 1922, 
and show that there is as yet an abun- 
dance of work in Germany. 

Since there is great industrial ac- 
tivity and little unemployment, what is 
the explanation of the small volume of 
exports and what basis, if any, is there 
for the frequent reports of economic 
distress in Germany? 


activity in Germany has been devoted 


‘to repairing her economic equipment 


that deteriorated seriously during the 
war. To the casual observer traveling 
in Germany today, the restoration ap- 
pears to be very considerable. Fields 
seem well tilled; factories operating 
effectively and railroads in good condi- 
‘tion. The writer inquired specifically 
regarding the general status of the 
different lines of economic activity, 
some of which cannot be reflected in 
statistics, and found it generally con- 


UNEMPLOYMENT IN GERMANY 








Noumoer or UxgatPLOoYED Ргвзохз Recervine Stare Атр 








1920 (monthly average). .. . . 366,241 

1921 
January ............. .... 410,988 
February. 423,164 
March... 426,600 
April 418,821 
Маў: us [exe esie. ез $94,262 
June ...... о... sues 357,352 
July. ills ven aed 814,319 
August  . ...... 2e 268,508 
September .... ......... 282,369 








1921 
October 186,000 
November 150,000 
December. 149,000 

1922 
January... 165,000 
February . 200,000 
March 209,000 
April . 171,000 
May.. 51,417 
June .. 39,964 
Juy.. 36,850 
August. 84,967 
September 43,217 


| 
i 





It must not be forgotten that al- 
though the exports are probably under- 
estimated, they are still much less than 
pre-war and there is probably still a 
considerable import balance. Also 
there have not been included exports of 
coal, ete., on reparation account, and 
among the invisible items are large 
payments in cash to the Reparation 
Commission. Also there are many 
reasons why German writers and Ger- 
man sympathizers should exaggerate 
the economic difficulties of Germany 
with a view to securing a modification 
of the reparations demands. 

Nevertheless there are facts that 
support the contentions referred to. 
A considerable part of the industrial 


ceded that great progress had been 
made in restoring the material equip- 
ment of the country. A large amount 
of capital and labor has been utilized in 
this way. In fact the French allege 
very bitterly that there has been lavish 
expenditure, some of it wasteful and 
much of it for additions and better- 
ments, funds being used that should 
and could have been devoted to repa- 
rations. ? This the Germans deny and 
it is almost impossible to ascertain 
thetruth. The writer, after numerous 
inquiries, concluded that there is some 

1 For £ forceful presentation of this see La 
France à Gênes by Celtus, especially Chapter V. 
This volume is а particularly clear and vigor- 
ous presentation of the French viewpoint toward 
conditions in Europe today. 
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basis for the charge but far less than 
the French claim. 

Another influence, whose impor- 
tance also is hard to measure, is the 
sabotage by labor. Plenty of employ- 
ment does not mean a large product. 
Slackening of effort by labor has been 
charged in all countries since the war 
but the issue has been complicated by 
the animus of many employers to- 
wards union labor and accurate con- 
clusions are difficult.?° 

Reference should again be made to 
the fact that the volume of exports is 
probably much minimized. 

Nevertheless there is much distress. 
Much of the activity is probably of an 
ephemeral sort and cannot be main- 
tained. Its basis is not sound and is 
to an important extent dependent on 
the inflation of the currency. Infla- 
tion is always a stimulus to activity, 
in the long run a harmful one, and that 
in Germany today is no exception. 

It operates as follows. Inflation 
causes a decline in the value of the 
mark in the currency of other countries 
and gives for the time being an advan- 
tage to the German manufacturer and 
exporter who can undersell their com- 
petitors in other countries. But this is 
8 short-lived advantage. Many raw 
materials must be purchased from 
abroad and paid for in foreign money 
at very high prices in terms of the de- 
preciated mark. This raises produc- 
tion costs and is soon followed by 
higher prices for such of the products as 
are sold within Germany. Also im- 
ported foodstuffs cost more and more 
in marks, which means a higher cost of 


2 That this charge is not true in Germany 
scems to find support in statistics published & 
few months ago by the Frankfurter Zeitung 
from which the conclusion is drawn that in piece 
work the intensity of labor is at least s high as 
before the war. Tha Economist, (Londen), May 
18, 1929, p. 904. 


living and frequent demands from 
German workers for higher pay?! 

Soon the level of internal prices is 
driven up to & point where costs of 
production offset the temporary advan- 
tage due to the depreciation of the 
mark. High prices for imported goods 
and weakened credit soon drive many 
manufacturers out of business unless a 
further fall of the mark gives them 
another temporary advantage. 

In June last, thoughtful observers in 
Germany agreed that an economic 
crisis of gigantic proportions could not 
long be postponed if the value of the 
mark remained steady at its then level 
of from 800 to 825 to the dollar. Since 
that time the mark has again fallen but 
so wildly that the irregularity and un- 
certainty have become an added com- 
plication. Many fear a crisis at 
almost any time. 


GERMAN FINANCES 


This brings us to a consideration of 
German finances which may be exam- 
ined as we have those of Italy and 
France, by noticing first corporate, 
then bank and finally governmental 
financing. As a preliminary and also 
as an explanation of what follows it is 
important to notice first the rise in 
wholesale prices as shown by the 
Franfurter Zeitung index number 
(Prices of July, 1914, equal 100).2 


31 One day in June last, when the writer was 
going through a German factory with the man- 
ager, the employees presented a demand for в 
40 per cent increase in pay to date back to May 1. 
The matager explained that the demand was 
not unfair and would be allowed to the extent 
of about 85 per cent. He added that the de- 
mand had been anticipated and had been allowed 
for in the company’s cost sheets. This is not 
an unusual incident but is becoming more and 
more common. 

n The following index numbers are as given 
Ly C. E. Herring in Commerce Reporis, August 
21, 1999, p. 509, and September 18, 1922, 
p. 767. 
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WHOLESALE PRICES IN GERMANY 
July, 1914... T 100 
1922 
January 1 . 4,988 
February 1 4,612 
March 1... 5,427 
Aprill ... 6,722 
Mayi. 7,379 
June 1... 7,841 
July l.... 9,140 
August 1 13,935 
September 1 28,919 





The government cost of living index, 
comprising food, heat, light, and rent 
and based on 100 for 1913 and 1914, 
shows the following: 


Cost or Lrvina IN GERMANY 








July 19281 . .. |.  ...... 1,124 
Octobr . n ...... 1,309 

1922 
January 1,825 
February. 2,209 
March .. 2,639 
April. 3,175 
May.. 8,462 
June. . 3,779 
July.. 4,990 
August . 7,029 
September 11,976 








For the month of July, 1922, Dr 
Kuczynski’s estimate of the weekly 
minimum cost of existence for a family 
of four averaged 1,768 marks during 
July, 1922, or 61 times the pre-wa- 
cost, showing the following increases 
over 1914: food, 71 times; rent, 215 
times; heat, 72 times; light, 42 times; 
clothing, 89 times. 

These price figures show, first, ал 
extremely high level over pre-war anc, 
second, a very rapid increase since last 
spring, an increase that is gaining 1л 
momentum. Internal prices show 3 
tendency to respond very promptly to 
a fall in the external value of the mark. 
The effect of this on particular grours 
in Germany is impossible to picture. 
Professor Werner Sombart, of tke 
University of Berlin, prepared, some 
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months ago, an especially valuable 
analysis? comparing the situation by 
the end of 1921 with that prior to the 
war and reached the following conclu- 
sions: 


1. The position of no class has improved. 

2. The standard of living of & very 
small upper class and of the lowest class 
are the same as before. 

8. The standard 
classes has fallen. 


What a similar analysis would show 
for today can only be guessed. Whole- 
sale prices on September 1, 1922, were 
nearly seven times those of the preced- 
ing January and 289 times pre-war. 
The cost of living index (which is for 
retail prices and is held in check some- 
what by laws against rent-gouging and 
by a bread-subsidy) was in September, 
1922, 118 times pre-war and nearly 
seven times that of January 1. What 
the situation will be when these lines 
are published in November, 1922, the 
writer dare not even suggest. 

It is often remarked that high prices 
make little or no difference in a coun- 
try since all prices and wages rise leav- 
ing everybody as well off as before. 
This is false since all prices do not rise 


of the remaining 


“with equal rapidity and since ordina- 


rily the rise in wages lags behind the 
rise in prices. 


Some EFFECTS oF THE RISE IN 
PRICES 


This rise in prices has had many 
effects on the economic and social life 
of Germany. Into the broader effects 
we shall not attempt to go, except to 
observe that they force violent read- 
justments upon nearly all groups with 
a strain whose consequences vary from 
the mild and unimportant ones to 
others which shake the very founda- 


зз TheeNew Republic, May 24, 1922, p. $62. 
This article is strongly recommended to those 
who still believe that the Germans are a highly 
prosperous people. 


= 
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tions of our social life4 A few of the 
effects that are of the most immediate 
importance to America must however 
be referred to. 

The fall in the value of the mark has 
operated to encourage the exportation 
of German goods. Although the total 
volume of these exports has been rela- 
tively small, as shown by the figures 
already given, there has been some 
“valuta dumping,” as it is called—the 
sale of goods at a very low price in for- 
eign currency, although at a fairly high 
price in marks, high enough to yield 
the seller a considerable profit. This 
dumping may be a disadvantage to the 
country receiving the goods where the 
price at which they are sold may be far 
below the cost of producing similar 
goods. From the German standpoint 
there may also be difficulties. One is 
the loss to Germany if the goods are 
sold at an unnecessarily low price and 
the other is the possibility of an exces- 
sive export of goods, e.g., newsprint 
paper, of which there may be a domes- 
tic shortage. Also the irritation in 
other countries against Germany, be- 
cause of this competition, might make 
it wise for the German Government to 
exercise control over exports. 

For all these reasons, an attempt has 
been made to exercise control over ex- 
port prices which has been largely in 
the hands of the foreign-trade com- 
mittees (Aussenhandelssiellen) quasi- 
official bodies representing the various 
industries. It has been hard for them 
to exercise adequate supervision at a 
time when there has been such a vio- 
lent fluctuation in the value of the mark 
and trade has become very much dis- 
organized. 

One of the most serious difficulties 
faced by the German manufacturer 
(or exporter) is the impossibility of 

x For a particularly clear and able fresenta- 
tion, see J. M. Keynes “The Consequences to 
Society of Changes in the Value of Money,” 
Manchester Guardian Commercial, Supplement, 
Section Five, July 27, 1922, p. 821. 
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knowing his costs for any considerable 
time in advance of delivery. A con- 
tract to deliver a consignment of goods 
at a specified price two months ahead 
becomes hard to fulfill if in the interval 
costs have so increased as to destroy 
all the anticipated profit. As a result, 
one of two things occurs, Either the 
sales are made for cash and only for im- 
mediate delivery, or when the time for 
delivery arrives,the seller contends that 
changed conditions, especially higher 
costs of production, make necessary a 
higher price than the one agreed upon. 

Because of these uncertainties, con- 
tracts of sale often have inserted in 
them & clause known as the Preisfrei- 
bleibend clause which definitely per- 
mits deviations from the contract as a 
result of changed conditions between 
the signing of the contract and the 
date of performance. The courts of 
Germany in upholding this clause have 
for some time accepted increased 
wages, freight rates and other produc- 
tion costs as a sufficient cause for chang- 
ing contract terms. 

A recent decision of the Federal 
Supreme Court at Leipzig has added 
further complexities. A certain de- 
fendant withdrew from an agreement 
to sell his business for a fixed price at & 
future date. The court ruled that an 
agreement need not be carried out 
when the parties thereto mistakenly 
assume at the time of contracting that 
there would at the time of carrying out 
the contract be a fair exchange of 
values., The court even emphasized 
the fact that currency depreciation is 
sufficient cause to make the exchange 
of values sufficiently unfair to warrant 
the repudiation of the contract. The 
London Economist comments:? “The 
new decision practically makes all pur- 
chase and delivery contracts unen- 
forceable.” 


% The Economist (London), June 17, 1922, 7. 
1250. See also Commerce Reports, August p 
1922, p. 400. 
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The result of such conditions is 
naturally to discourage time contracts— 
a change whose effects on business are 
almost incalculable and can be fully 
appreciated only by those who realize 
the extent to which contracts for future 
delivery are the usual business arrange- 
ment. Large well-established German 
houses are slow to take advantage of 
this legal situation, but conditions as 
a whole are extremely trying and detri- 
mental to the conduct of business. 


CAPITAL ISSUES 
Since everything in Germany is 
priced at a higher level than before, it is 
to be expected that German corpora- 
tions would be compelled, when secur- 
ing new capital, to sell securities of a 
correspondingly higher par value. 
How this has developed during recent 
years is shown by the amount of capi- 
tal increases in recent years." 
Caprrrau Issces (Ixcneases or CAPITAL) 
(ın millions of marks) 


1911 820 1917. . 984 
1912 991 1918 1,043 
1913 635 1919. 1,654 
1914 874 1920 7,520 
1915 814 1021 .. 10,229 
1916.. .. . 860 





For the years 1920 and 1921 mor2 
details may be given.? 


Finally, it is worth while to give the 
total issues of 1921 and 1922 (through 
July) in the following form:* 











1921 January-June 11,599,000,000 
July-December | 20,258,000,000 
1922 ‚| January-June $4,958,000,000 
July 952,000,000 








The demand for increases of capital 
amounted to 994,000,000 marks in 
1912 and fell to 314,000,000 marks in 
1915. Since then it has risen but even 
as late as 1918 it was only a little in 
excess of 1912. In the last three years 
named the increase has been rapid and 
with a greatly enhanced momentum, 
becoming 1,654 million marks in 1919, 
7,520 millions in 1920 and 19,229 mil- 
lions in 1921. Total issues, including 
those of new companies, were 11,252,- 
000,000 marks in 1920 and 31,857,000,- 
000 marks in 1921. By six-months 
periods beginning in January, 1921, the 
amounts have been 11,599 millions, 20,- 
258 millions and 24,258 million marks. 

In July and August, 1992, a contin- 
uance of the issues at the rate for the 
earlier months of the year would have 
brought out over 2,000,000,000 marks 
in each of the two months. Instead, 
there was & decline to 959,000,000 
marks in July, followed by 2,210,300,- 
000 marks in August. There is as yet 


Tota, Carrran Issues (1920-21) 
(in mill ons of marks) 





























New COMPANIES 
INCREASES OF 
At Fixed Seas Torars 
Shares Rates of 
Interest 
1620 1,159 2,518 7,020 11,252 
1921 6,527 6,100 19,230 81,857 
Total 7,686 8,673" 26,750 48,109 
Sl а REPE ORC 
? J. W. Е. Thelwall, op cu., p. 18 (compiled from the Frankfurter Zeitung and the Industrie und 
Handelszeitung. | 
n Ibid., р. 12. тї Federal Reserve Bulletin, August, 1922, р. 948. 
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only а little slackening in the pace. 
In spite of the large inflation of the 
currency, cash has become very scarce 
in Germany and interest rates are high. 
Corporations are said to be finding it 
increasingly difficult to get funds, be- 
cause capital 1s actually very scarce. 
Whether the slight retardation in July 
and August will continue, it 1s too soon 
to say. It may be pointed out, how- 
ever, that capital issues in the first 
half of 1922, although more than dou- 
ble those of the same period in 1921, 
were probably of less value to the 
issuing corporations since prices had 
more than doubled in the interval. 

In our chapters on Italy and France 
we commented on the impossibility of 
the corporations of those countries 
ever keeping the promises expressed in 
their obligations if prices go back to 
the old level. In Germany it is so in- 
conceivable as to be fantastic. If 
prices should start to fall, the failures 
would begin. In fact, if prices should 
even be steadied the troubles would 
start. Inability to meet outstanding 
obligations would soon become appar- 
ent and bankruptcies would follow. 
In the United States we avoided many 
of them by organizing creditors’ com- 
mittees. In other countries, failures have 
been postponed and some of them pre- 
vented by the declaration of moratoria. 
That such devices could prove effective 
in Germany seems inconceivable. 

The number of failures in recent years 
is shown by the following figures: *° 


BANKRUPTCIES IN GERMANY 




















1913. 1922 

1914. (by months) 

1915. January. .. 140 
1816 ..... February . 123 
1917...... March .. . 151 
1918 April... . 107 
919 ..... May... e 95 


June... 


23 Taken from the Frankfurter Zeitung аз quoted 
by J. Е. W. Thelwall op. où., p. 14. For 1922, 


'The small number of failures per an- 
num from 1915 to date immediately 
attracts attention. Since 1918 there 
hasbeenan increase but as yet the num- 
bers are far below pre-war and for 1922 
are as yet much below the numbers for 
1921, when they averaged nearly 250 
per month. That there is a large 
accumulation of overdue failures is 
probable. When inflation is checked, 
they presumably cannot be held back 
and will be accompanied by the bank- 
ruptcy of many well-managed con- 
cerns, which have assumed in a time of 
rising prices liabilities they cannot pay 
if prices are stabilized or fall. 


Tue BANKS or’ GERMANY 


We next give a consolidated finan- 
cial statement of the principal German 
banks, the ones included being the 
Deutsche Bank, the Disconto-Gesell- 
schaft, the Dresdner Bank, the Dam- 
stidter Bank, the National Bank and 
the Commerz und Privat Bank. Only 
the leading items are shown and but 
few comments on them are needed. 
The banks of Germany were among 
the first of its institutions to feel the 
effects of inflation and their balance 
sheets clearly reveal it. 


FINANCIAL STATEMENT OF PRINCIPAL GERMAN 
Bangs, ОкскмвЕн 81, 1920 Амр 1991 


(in millions of marks) 


























Assets 
®—— —— 
1920 1921 

Cash and with Reichsbank 8,972 6,501 
Other bank deposits. . . 4,077 | 18,707 
Bills and treasury notes 30,081 | 44,485 
Other quick assets 8,890 | 10,689 

Total quick assets 41,470 | 75,472 
Non-liquid assets . 12,775 oe 





see League of Nations, Monthly Bulletin of 
Statisitos, July, 1922, p. 28. 
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Liabilities 
Capital stock . ........ 1,540 2,330 
Surplus..... .... ... я 725 1,624 
Deposits, etc. . 54,987 | 104,919 
Percentage of quick assets 
to deposits. 75 72 
Percentage capital and sur- 
plus to deposits . А 4.1 3.7 
Percentage of “Bills and 
treasury notes” to total 


quick assets 





Three features call for attention, 
two of which are very serious, the 
other encouraging. First may be men- 
tioned the very dangerous relation of 
the quick assets to the demand liabili- 
ties—the deposits. Safety in banking, 
as in any other business, calls for a gen- 
erous excess of quick assets over de- 
mand liabilities. In the chapter on 
France we emphasized the weak situa- 
tion when demand liabilities were as 
much as 94 per cent of the liquid as- 
sets. In Germany, however, the de- 
mand liabilities are larger, exceeding 
the liquid assets in 1920, by 32 per cent, 
the latter being only 75 per cent of the 
former. In 1921 the quick assets were 
only 72 per cent of the demand liabili- 
ties. With such figures before us it is 
not necessary to dwell on the statement 
that the banks are not in a liquid condi- 
tion, It should be emphasized, too, 
that these figures assume that all of the 
“liquid” assets are really liquid. But 
in each year the most important item 
among the quick assets is “Bills and 
treasury notes," ie. promises of the 
German Government, and their fiquid- 
ity will be better understood after our 
examination of the government’s 
finances. 

The second feature for mention is 
the relation between the capital (and 
surplus) and the deposits. A proper 
relationship cannot perhaps be stated 
with entire accuracy but in the United 
States a ratio of 10 per cent is often 


suggested as proper. The German 
banks had a ratio of 4.1 per cent in 
1920 and only 8.7 per cent in 1921. 
Judged by the standards of sound 
banking in normal times they are in a 
most precarious condition. The mar- 
gin of safety would be dangerously 
small even if the assets were satis- 
factory, but they are not. 

A third feature and a more encour- 
aging one is the shrinkage in the per- 
centage of “Bills and treasury notes” 
to total quick assets. This declined 
from 72 per cent in 1920 to 58 per cent 
in 1921. The banks are said to be 
very definitely shifting their emphasis 
to commercial banking and are to a 
slight extent strengthening their posi- 
tion. Also, there may be noticed the 
growth in “Other bank deposits” 
which is probably an increase in their 
accounts with banks abroad. 

A word of caution should be spoken 
in: connection with the apparently 
great increase in the deposits in 1921 
over 1920. Such increases in a period 
of rapidly rising prices are to be ex- 
pected and are not indicative of a 


` growth in the real wealth controlled by 


the banks. Thus commercial deposits 
in Germany in 1920 were 870 per cent 
of those in 1918 but, when this is cor- 
rected to allow for the rise in prices, 
they were only 60 per cent, or much 
less in 1920 than in 1918.20 


Tue RxicHsBANK 


In the chapter on Italy, reference 
has been made to the position of the 
three great banks of issue between the 
needs of business on the one side and of 
the government on the other. 'The 
same comment has been made about 
the Bank of France and may now be 
repeated for the Bank of Germany 
(The Reichsbank). Because of the 
very clase connection between the 

Y League of Nations, Memorandum on Cur- 
rency, p. 12. 
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Reichsbank and the government, it is 
difficult to know which to examine 
first but we shall begin with the bank. 
The figures are presented with a repeti- 
tion of the reminder that changes are 
occurring so rapidly that they will 
quickly be out of date. 

The following figures for the Reichs- 
bank show several of the most impor- 
tant items from its statement on De- 
cember 81, for 1913, 1919 and 1921 
respectively.?! 


During the war this was due to the 
deliberate policy of the German Gov- 
ernment not to meet the costs of the 
war from taxation but from loans. 
After the war it is said that plans were 
prepared for a thoroughgoing adjust- 
ment of fiscal problems but these could 
not be carried out. Accordingly the 
government has relied more and more 
on the Reichsbank for help, the ad- 
vances being secured chiefly in exchange 
for Treasury Bills. 


Тне REICHSBANK—LEADING Irmis in BaLANCR ЭнЕЕТ DECEMBER 81 














(in millions of marks) 
^ 1918 1919 
Gold reserve .. ..... 1,170 1,089 995 
Loans and advances to the e government. 396 42,098 132,889 
Notes in circulation. . Bon sey aie Beate 2,598 35,699 118,639 
Бербе «аа pee e nO fae teh te eats 798 17,854 82,905 


Note issues increased from 2,593,- 
000,000 marks in 1918 to 118,639,000,- 
000 marks in 1921, deposits increasing 
from 793,000,000 to 82,905,000,000 
marks in the same period. The chief 
reason for this enormous growth is to 
be found in the item “Loans and ad- 
vances to the Government" which has 
expanded from 396,000,000 to 132,830,- 
000,000 marks. 


The following comparative figures 
for the Reichsbank are enlighten- 
115.2 (бее table below). 

These figures reveal plainly what has 
occurred. The amount of gold held by 


‘the Reicksbank was $279,000,000 in 


1913 but increased to $539,000,000 in 
1918. It will be remembered that at 
the outbreak of war a large sum was 
transferred to the Reichsbank from the 


Тнк REICHBANK—CERTAIN COMPARISONS FOR 1913, 1918 anp 102] 














EN» or 
‘ 1818 1918 1921 

Metallic reserve as percentage of total liabilities 39 6 0.7 
Notes in circulation as percentage of total liabilities i 70 59 76 0 
Gold cover of notes in circulation (in percentages). . 45 10 09 
Actual] amount of gold reserves (in millions of dollars) . $279 $539 $237 
Government securities, loans and advances as percentages of 

totalassete 2.2.24 р 20.0 а s exea em ares 19 99 











3 League of Nations, Memorandum on Central Banks, p. 40. 
?? League of Nations Afemorandum on Central Banks, passim, 
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“war chest" at Spandau and that 
every effort was made to collect gold 
from the German people during the 
war. Since the war ended Germany 
has been compelled to surrender con- 
siderable amounts of gold, partly 
to the Reparation Commission and 
partly on the market in an attempt to 
support German exchange. At the 
end of 1921 the amount of gold held 
was not very much smaller than in 
1918. 

The difficulty is the growth of the 
liabilities, which have become so great 
that in 1921 the metallic reserve was 
only ту of 1 per cent of the total lia- 
bilities. Alarming as this is from a 
banking standpoint, it is made many 
times worse by the fact that the assets 
are now almost entirely government 
promises, the percentage of total 
assets in this form being 99 in 1921. 

The commercial banks, as we have 
noticed above, are in a very weak 
situation. That the Reichsbank is in 
no position to help them is amply dem- 
onstrated by the facts just cited. Any 
aid that it could give can be nothing 
more than a further expansion of its 
note issues, i.e., inflation. Aid of this 
kind is, of course, possible, perhaps, 
for a considerable time. The conse- 
quences, however, would be serious, an 
already alarming condition in Germany 
being made worse by a stil higher 
price level, further depreciation of the 
mark in foreign countries, weakened 
credit, etc.  . 

Nor is the situation growing better 
in 1999. Instead it is becoming very 
rapidly worse. Paper money in Ger- 
many is of two kinds, the note issues of 
the Reichsbank and the Loan Bureau 
Notes  (Darlehnskassenscheine). The 
latter decreased during 1921 but are 
now increasing. The Reichsbank is- 
sues have been steadily growing in 
amount. The totals of the two for 
certain dates are (in marks): 


Parer Момвт IN GERMANY 











End of December, 1990... 80,800,000,000 
Pt “ 1921 121,900,000,000 

* ~ January, 1922 .. 128,400,000,000 
“© February, 1922 . 128,000,000,000 
“ © March, 1922... 189,400,000,000 
“© April, 1922 149,600,000,000 
“ “Мау, 1922 161,400,000,000 
" June, 1922 . 179,600,000,000 
“ * July, 1922 202,000,000,000 
“ © August, 1922 251,500,000,000 
* “ September, 1922  . | 880,000,000,000 
* “October 20, 1922 .. 874,000,000,000 





If it were possible for the world to 
be moved at all by signs of financial 
chaos, such figures would be con- 
sidered `аз evidence of an impending 
breakdown. As it is, we are so ac- 
customed to similar and even worse 
developments, as, for example, in 
Russia and Austria, that the figures 
make very little impression on us. 
And our attitude is not surprising. 
Financial monstrosities are now fa- 
miliar. Besides,they are in themselves 
largely symptoms—not causes—and 
their relationship to production and 
trade is not always clear. 

Let us then emphasize one or two 
points. One is that this flood of 
paper money is not only continuing 
but is gaining in momentum. The- 
increase in 1921 was 41,000,000,000 
marks. In the first six months of 
1922 it was 57,500,000,000 marks. 
In September, alone, the increase was 
nearly 79,000,000,000 marks, or nearly 
as much as from January to July of the 
same year. The momentum is rapidly 
growing. Early in September the 
printing presses were turning out about 
2,600,000,000 marks per day with the 
expectation that this would increase 
to 4,000,000,000 marks per day later 
in the month. The statement of the 
Beichsbazk for September 15 shows 
an increase of 44,000,000,000 marks in 
the note issues of the bank during the 
first half of the month. This does 
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not include the Darlehnskassenscheine. 
The total increase from September 1 to 
October 20 was 123,000,000,000 marks. 

Second is to be noticed the fact that 
there is no practicable plan yet in 
sight for stopping the movement. 
Whatever may be true in November 
when this volume of The Annals 
is published, it is correct in October 
to say that nothing has recently been 
done (or at least made public) except 
to demand the surrender of another 
one hundred million marks of gold 
and perhaps also some securities and 
to demand that the Reichsbank en- 
dorse certain obligations of the govern- 
ment which are to be delivered in lieu 
of reparations payments during the 
remainder of this year. No matter 
how wise such a demand may be the 
effect of such a proposal on the 
Reichsbank is clear. Liabilities are 
being enlarged and still more note 
issues will probably follow. At the 
same time the gold reserve, now only 
about one-half of one per cent of the 
liabilities, would be made even smaller. 

In the face of all this, there is ac- 
tually & money shortage. Even in 
June last or earlier, it was becoming 
difficult to get cash in the denomina- 
tions desired. Now the newspaper 
despatches tell every day of the diffi- 
culty of getting any cash at all. The 
commercial banks have been charging 


high rates for loans which makes - 


borrowing very expensive and seri- 
ously increases costs of doing busi- 
ness. The Reichsbank, which had 
for years held its own rediscount rate 
at 5 per cent, raised it to 6 per cent 
on July 28, to 7 per cent on August 28, 
and to 8 per cent on September 21.8 

Another way in which the growing 
tension is to be observed is in the 
growth of private discounts eat the 
Reichsbank, thus relieving the com- 

зз This is the highest Reichsbank discount rate 
ever known, 

7 


mercial banks but adding to the 
strain on the central institutions. 
These were 922,000,000 marks last De- 
cember. On July 31, 1922, they were 
8,122,000,000 marks and on Sep- 
tember 80, were 50,000,000,000 marks. 
This strain has made it harder and 
harder for the Reichsbank to continue 
taking the Treasury Bills. The Treas- 
ury Bills have been taken in part by 
the Reichsbank and in part by the 
market but in April and May of this 
year the general market did not in- 
crease its holdings but decreased them. 
The Reichsbank in those two months 
added to its own holdings more than 
the amount of the new issues. With 
the increase in the discount rate it 
was hoped that more would be ab- 
sorbed by the market, but current 
despatches indicate that tendencies in 
this direction are only temporary. 


GOVERNMENT FINANCES 


What chance is there that the 
financial condition of the government 
willimprove? In 1918 government ex- 
penditures were 57,850,000,000 marks 
of which only 7,39%,000,000 marks 
were met from revenues, the balance 
of 50,458,000,000 marks being raised 
by loans. The estimates for the year 
ending March 81, 1928, as they were 
prepared at the end of January, 1922, 
called for an expenditure of 100,892,- 
300,000 marks, exclusive of expendi- 
tures arising from the execution of 
the Peace Treaty. Including those 
expendijures, the totals were 288,424,- 
000,00G marks, of which it was esti- 
mated that 1838,366,000,000 marks 
would have to be borrowed along with 
an extra 12,500,000,000 marks for 
temporary increase of working capital 


м Jt is said (The New York Times, September 
22, 1922) that since July 28 the total of dis- 
counted loans and Treasury Bills held increased 
from 186,000,000,000 mnrks to nearly 300,000,- 
000,000 marks, 
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or a total of 195,866,000,000 marks 
of loans. 

In January the mark was quoted 
in New York at about 2 per cent of 
parity or approximately one-half of a 
cent. It has since then fallen to 
about one-fortieth of a cent and 
prices in Germany are about 816 
times what they were in January. 
What a budget estimate would now 
show no one can tell and such an esti- 
mate would hardly be worth making 
until conditions become more stable. 

On September 30, 1921, the tota! 
debt was as follows: 


Tae Government Dest, SEPTEMBER 80, 1921 





Marks 
Funded debt 78,495,200,000 
Floating debt. . 228,708,500,000 
Total 302,208,700,000 


In addition there is the liability 
on reparations account which was set 
on May 5, 1921, at 132,000,000,000 
gold marks. The 302 billions of other 
debt is in paper marks. What the 
total should be is almost any one’s 
guess, The whole reparations contro- 
versy is so beclouded by alterations 
and uncertainties and by fluctuations 
in the value of the mark that totals 
of any significance are impossible. 

There is not space here to describe 
the various attempts to meet the 
problem, by a capital levy, by a 
forced loan, by reductions in expendi- 
tures, etc. The government’s posi- 
tion is politically weak and it lacks 
the power to enforce such measures 
strictly. Even were it strong, a plan in 
June for a forced loan of 60,000,000,- 
000 paper marks (at that time equal 
to about 1,000,000,000 gold marks) 
becomes entirely inadequate when 
passed a few weeks later because of 
further mark depreciations. What 


these 60,000,000,000 paper marks will 
be worth in gold “when, as and if” 
they are collected no one knows. 
In the meantime the floating debt 
which was 228,708,500,000 marks on 
September 30, 1921, was 312,700,000,- 
000 on August 20, 1922. By August 
31 it was 381,800,000,000 and on 
September 30 is said to have been 
598,000,000,000 marks. 

We noticed that France cannot 
appreciably cut down her expendi- 
tures without an open or disguised 
default. Germany’s position is simi- 
lar. In the budget for 1923, as pre- 
pared last January, this is clearly 
shown. This budget (aside from claims 
under the Peace Treaty) called for an 
expenditure of 100,892,800,000 marks. 
Of this sum 19.4 per cent was for 
pensions, and 27.7 per cent for public 
debt charges—a total of 42 per cent 
for these two items alone. Including 
Peace Treaty demands, the total of 
pensions, debt charges and obligations 
under the treaty make up 79.7 per cent 
of the budget of 288,424,000,000 marks. 


CONCLUSIONS 


What conclusions may be drawn? 
It is difficult to discuss the question 
without reference to reparations which 
will be considered in another chapter 
but, in so far as it is possible, we shall 
keep the two distinct. 

Germany is a country of tremendous 
strength, both in natural resources 
and in human power. Under certain 
conditions she could have recovered 
rapidly from the war and is yet capa- 
ble of doing so. At present, however, 
the situation is, on the whole, far less 
favorable than that of three years 
ago. 

This is in spite of many favorable 
signs. ‘Although this year's crops 
are reported to be very poor and heavy 
imports of food are needed, agriculture 
is gaining year by year. The railways, 
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factories and shipyards are better 
equipped. 

Nevertheless, there is a decline. 
German organization before the war 
called for a surplus of merchandise 
imports, certain invisible items making 
up the difference. The war weakened 
German organization more than that 
of other countries in some particulars 
and less in others. The peace settle- 
ment lessened the home area and took 
away the ships, the colonies and many 
foreign investments. Location of the 
remaining investments and of those 
made in post-war days is just as hard 
for the German Government as for 
any other. They are evidenced by 
securities which can be very readily 
concealed and every government has 
failed in its attempts to tax such 
property heavily. 

Upon a country thus situated have 
come heavy demands for external 
payment. With adequate time for a 
readjustment of economic organization, 
very large sums could undoubtedly have 
been paid. Actually they have not 
been. An examination of Germany’s 
trade figures shows she has been 
regularly running behind. In so far 
as she is making external payments, 
she is either borrowing in some form to 
do it, or is disastrously weakening her 
own internal economic structure. Her 
import balance is now growing larger 
month by month and there is no 
reason for believing that invisible 
items are sufficient to offset it. 

Germany is suffering somewhat from 
the economic crisis but her real diffi- 
culties are still ahead. Unless all 
previous experiences are valueless she 
must sooner or later go through a 
period of unemployment and suffering 
that will be terrible in their effects. 

It is frequently charged that the 
present situation in Germany hag been 
brought about deliberately. Such 
charges are necessarily difficult to 


prove and, in this case, it is not hard 
for Germany to reply by pointing 
to the simple facts. It was econom- 
ically impossible for Germany to 
make immediately any large payments. 
She might have borrowed had her 
credit permitted but almost her only 
source was the sale of paper marks to 
speculators in other countries. 

. In February, 1920, an unusually 
competent expert, with large resources 
at his disposal, made an exhaustive 
analysis of Germany's economic con- 
dition and her capacity to make repa- 
rations payments. He was a citizen 
of one of the allied powers. Un- 
fortunately he may not be named, 
but his prejudices, if they existed at 
all, must have been strongly against 
Germany. He closed his analysis 
with the following statement. 


During the next ten years it would be in 
the highest degree dangerous to cherish 
any illusions as to the effective practica- 
bility of collecting the yearly payments 
laid down in the Paris agreement. 


'The present writer shares the view 
and adds that, since this judgment 
was expressed in 1990, German capac- 
ity to make immediate external pay- 
ments has been very greatly weakened. 
Now she is facing an economic crisis 
of terrible severity that may break 
at any time. Her business 1s today 
largely on a speculative basis, her 
foreign trade is growing more and 
more unfavorable and at any time 
there may come a crash in which pri- 
vate corporations, banks and govern- 
ment wil be compelled to default 
on their obligations. 

How soon this may come no one can 
say, and it may, of course, be worked 
out in the tragic manner we have 
witnessed in Austria and elsewhere. 
Germany, however, has numerous 
large industrial centers, her popula- 
tion is of a very different tempera- 
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ment, and a general and perhaps 
sudden breakdown seems more prob- 
able. The social consequences of such 
a catastrophe, not only in Germany 
but throughout Western Europe, the 


writer will not attempt to forecast. 
After all, the purpose of this paper 
is merely to picture the facts as they 
now stand, rather than to indulge in 
prophecies. 


Chanter VI 
THE UNITED KINGDOM 


N successive chapters we have ex- 
amined Italy, France and Germany. 
In each case we have analyzed the 
national economic situation with twc 
purposes in view. The first was to 
discover whether the productivity 
of the country and its economic organ- 
ization were such that large external 
payments by the delivery of goods and 
services is a possibility—an economi? 
possibility. The second purpose was 
to ascertain whether the finances 
(corporate, bank and governmenta.) 
were in such condition as to presert 
obstacles to such payments. : 

In the chapter on Italy, the fac-s 
discovered warrant the conclusion 
that she has very slight economie 
capacity for external payments ard 
her finances are badly involved. 
France has much greater capacity ard 
her organization is such that she could, 
after a time, begin substantial pay- 
ments, if her finances, especially those 
of the government, were not in so seri- 
ous а condition. Germany's сарассу 
has been seriously weakened espec- 
ially by post-war developments. In 
spite of some evidences of imprevement 
her capacity is declining. Her finan- 
ces are in a much more dangerous ccn- 
dition than those of Italy and Franze. 


Pre-War ENGLAND 


Our next inquiry is into the sizu- 
ation in Great Britain. As with other 
countries we shall examine first her 
pre-war status. 


With an area of 121,688 square 
miles, the United Kingdom of Great 
Britain and Ireland had a population 
of 45,221,615 in 1911. This is a 
density of 871 per square mile com- 
pared with $11 for Germany, 191 for 
France and 318 for Italy. The per 
capita income in 1914 was $949, an 
amount considerably higher than the 
$146 in' Germany, $185 in France and 
$112 in Italy. It is well known that 
there was considerable inequality in 
the distribution of this annual in- 
come and a large amount of poverty, 
but the fact remains that a very 
large number of people did exist in a 
relatively small area. 

Their ability to do so was dependent 
on в maintenance of» certain basic 
conditions in English economic organ- 
ization. An island country just off 
the mainland of Europe, Great Brit- 
ain was free from military invasion 
and developed her economic and 
political institutions more rapidly than 
did continental countries. Among 
the notable features of her history in 
the late eighteenth century and 
throughout the nineteenth was the 
so-called Industrial Revolution, a de- 
velopment of a manufacturing Ше 
considerably in advance of that in 
other countries. 

‚ 1 Of course the significance of density is very 
greatly affected by fertility of soil, volume of 
trade and other considerations. 

з Аё Income in the United States by W. С. 


Mitchell & al, p. 85. Adapted from the esti- 
mates of Sir Josiah Stamp. 
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This growth carried with it certain 
results, of which three are the most 
important. First was a neglect of 
agriculture and a very great depend- 
ence on other countries for food sup- 
plies. Just how great this depend- 
ence was depends on the way one 
chooses to express it—whether in 
values, in tons, in calories, or in some 
other way. Sir Henry Rew estimates: 
that: 

Omitting sugar, home-grown produce 
amounted in crude weight to nearly two- 
thirds (64 per cent) of the total supply. 
When to these figures are added an estimate 
for cottage and farm produce, for which the 
weight is not given, and the total supply 
is converted into calories, it, appears that 
home produce supplied about 48 per cent 
m food value of the total consumption. 


The second result was the impor- 
tance of securing a steady and reliable 
flow of raw materials in order to keep 
the factories in operation. The third 
was the importance of maintaining 
markets in which the manufactured 
products could be sold. Food, raw 
materials and markets were and still 
are fundamentals in British economic 
life. 

This meant a large foreign trade 
whose importance it is difficult to 
express. One estimate is by Dr. B. M. 
Anderson, Jr. and is a comparison 


of the foreign with the domestic 
trade. The estimates of Dr. Anderson 
are for France, the United Kingdom 
and Germany and include also the 
estimated total income for each of the 
countries as given in the statistical 
abstract of the United States for 1920. 
With them the writer has combined 
Dr. Anderson’s similar estimates for 
the United States for the same year. 

'The importance of foreign trade to 
Great Britain was not only large in 
absolute amounts but much more 
important than that of any of the 
other countries named. Whether this 
was an advantage or a disadvantage, 
a sign of progress or of decay, need not 
now concern us. It is a real and, at 
present, a very serious fact in British 
economic life. 

Along with this vast trade which 
had become so important to the 
British, there had quite naturally 
developed a great merchant fleet—the 
largest in the world. On June 30, 
1914, Great Britain's tonnage of steel, 
steam and motor vessels of over 100 
gross tons was 18,877,000. Her near- 
est competitor, Germany, had 5,098,- 
000 gross tons or only 27 per cent as 
much. This, fleet carried a very 
large fraction of British trade and 
also an important amount for other 
countries, the freights thus earned 


. Ramos or Forman то Domste TRADE—1918 

















Dowxsric-TRADE F T Ratio or 
Co x 3 CHE INucowE Minys ee at FOREIGN TO 
UNTR ТыровтВ AT Кз о Pai Doarestic 
RETAIL Prices таш PEN TRADE 
France $7,299,750,000 $4,841,154,840 $1,843,485,440 88% 
United Kingdom 10,949,625,000 6,138,418,335 $,833,765,364 62% 
Germany 10,462,975,000 8,017,977,900 8,604,450,500 54% 
United States $4,800,000,000 82,100,000,000 8,700,000,000 11 6% 
1 05. cit., p. 25. ч 


* America and Europe—Our Interest and Ош Policy.” 


No. 4. pp. 10 and 11. 


The Chase Economic Bulletin. Vol. II, 
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adding & large sum to the annual 


income of the country. 

Years of development along these 
lines had been accompanied by heavy 
British investments in other countries, 
until just before the war the total of 
these investments was estimated by 
Sir George Paish at £4,000,000,000 
(about $20,000,000,000). 

Under these circumstances, Britain 
—like Italy, France and Germany— 
was a country with an import balance 
of trade. In 1918, her total imports 
were £768,753,000 (about $3,843,765,- 
000) and her exports £634,820,000 
(about $8,174,100,000), a difference 
of £1383,983,000 (about $669,165,000). 

Of these imports an important 
amount (£109,575,000) were brought 
into the country to be shipped out 
again or re-exported, making net im- 
ports £659,178,000 and net exports 
£525,245,000. 

Just how British trade was classi- 
fied in 1913 is shown by the following 
table, which gives the leading groups 
of imports and exports. A few items 
are not included. 


These facts about her imports and 
exports are particularly important 
and will be mentioned again in our 
discussion of post-war developments. 
The invisible items in the British 
international balance sheet were more 
important, and more numerous than 
those of any other country we have 
examined. The large import balance 
of trade and certain invisible debits 
were more than offset by interest on 
foreign investments, earnings of the 
merchant marine, commissions re- 
ceived by her bankers and insurance 
companies for services rendered to 
foreigners, and in other ways. 
Financially, Great Britain was in 
good condition, as compared with the 
Continental countries. Her fiscal sys- 
tem ranked high. After the deficits 
of the Boer War, she had a substantial 
surplus of revenue over expenditure 
every year until 1914-15, with the 
exception of a deficit of £714,000 in 
1908-09. Her total national debt 
in 1912-13 was £661,474,000 (about 
$3,907,870,000). Her regular policy 
was to make annual reductions of this 


Ввгивн Foreicn Trane rw 1913 

















(000' s omitted) 
тк Ex Excess or EXPORTS 
PORTS “PORTS |) ов or Імровтв (—) 
Food, drink and tobacco 2 £295,152 £33,876 £261,276 — 
Raw materials and articles mainly man- ` 
ufactured ........ Wo URP ee 269,940 66,168 203,772 — 
Articles wholly or mainly manufactures . £01,036 418,820 212,784 -+ 
e 
£766,128 £513,864 £252,264 — 








Ап examination of this table shows 
that Great Britain imported £261,- 
276,000 of food, drink and tobacco 
and £203,772,000 of raw materials. 
more than she exported, while she 
exported £919,784,000 more of manu- 
factured articles than she imported. 


debt through sinking fund payments. 

Britain's great industrial organi- 
zation developed rapidly and its world 
supremeay was unchallenged until ' 
about 1870. After that date, keen 
competition appeared, especially from 
Germany and the United States. 
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Relatively, England lost ground and, 
in the years just preceding the war, she 
was becoming greatly disturbed over 
the inroads being made in her trade. 

No economic organization can be 
described briefly but, in so far as 
brevity and simplicity are at all per- 
missible, it is correct to say that the 
British economic structure rested on 
two theoretical assumptions—a be- 
lief in the efficacy of free competition 
and a disbelief in government inter- 
ference in industry. To these gener- 
alizations many exceptions can be found 
but they are, on the whole, correct. 
Germany was applying quite opposite 
theories and also utilizing modern 
science more than any other country. 
The United States had particularly large 
natural resources and had especially 
developed standardized output. 

British strength rested more on her 
coal supply than on any other one 
natural resource. On it, of course, 
depended her industries—iron, steel, 
textiles and the rest. Since her im- 
ports were largely heavy and bulky, 
while her exports were the lighter 
manufactured articles, her outbound 
shipping could carry large quantities 
of coal at low rates in lieu of ballast. 
Coal, exported in 1918, was valued 
at £53,660,000, out of a total of 
£66,168,000 of raw materials exported. 

Because of the importance of coal 
in British industry and in British ex- 
port trade, a few words should be said 
of its status. “During the last forty 
years there has been an almost un- 
broken decrease in the tons of coal 
mined per man per annum."! The 
output has been as follows.? 


5 Walter S. Tower (United States Commercial 
Attaché in London), et al. Supplement to Com- 
merce Reports, “United Kingdom,’ p. 15. 
(Trade and Economic Review for 1921.) 

8 Special Report in, Coal Situation ‘by Alex- 
ander V. Dye, American Trade Commissioner, 
London, January 4, 1922. 
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OUTPUT 

YEARS Long tons 

per person 

per annum 
cee (шш | m 
the decada | 1993-1912 265 
1918 . 258 
1914 . 994 
1915... 965 
° 1916. . 256 
1917 948 
1918 ... 995 
1919 . 193 
1920 . 182 








While the reduction has been most 
noticeable during and particularly 
since the war, it will be observed that 
there was a considerable decline be- 
fore the war. This does not mean a 
decline in total output which, indeed, 
was increasing. The production in 
1880 was 146,819,000 tons and in 
1913 was 287,430,000 tons. The 
growth, however, was not so great 
as in other countries—notably in 
Germany and in the United States— 
and the tonnage produced was less 
per person. 

The reasons were numerous. Among 
them were the use of a smaller amount 
of machinery than in other countries, 
the low levels from which the coal 
must be raised, the difficult character 
of many of the seams, the uneconomical 
nature® of early coal mining and 
numerous difficulties due to over- 
lapping coal rights which made large 
scale operations impossible, 


Great BRITAIN ÁFTER THE WAR 


What has been the situation in 
Great Britain since the end of the 
war? During the war “by a special 
effort the amount of cereal food and 
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potatoes was increased, but there was 
a marked reduction of other kinds of 
food, meat and milk particularly. 
Whether the pre-war standard. of 
output has been regained is doubtful, 
and there is not sufficient evidence 
on which to found a considered opin- 
ion." T 

The population of Great Britain, 
in spite of war losses, is no less than 
in pre-war days, the normal growth in 
numbers and the check to emigration 
proving more than an offset. With 
more mouths to feed and certainly 
no gain in domestic production, im- 
ports of food must continue at least 
at their former level, unless there is a 
reduction in living standards. 


Сол 


We have commented on the im- 
portance of British coal and noted 
the decreased output per person em- 
ployed for many years prior to the 
war. The output of the last few 
years, compared with that of 1913, 
is as follows (in thousands of tons— 
monthly averages) :8 


Propuction ок Соль IN тнк Омтер Кічаром 
(in thousands of tons—monthly averages) 








1913.. 24,842 
19020 . 18,402 
1921 . 18,760 
1922 
January 17,990 
February 20,000 
March . 25,181 
April 18,952 
May 19,466' 
June . 30,699 








The small average output in 1921 
is, of course, to be explained by the 
strike in the early part of the year. 


7 Sir В. Henry Rew, “The Progress of British 
Agriculture.” Journal of the Royal Statistical 
Society, January, 1922, p. 19. 

8 League of Nations, Monthly Bulletin of 
Statsstics, June, 1999, p. 7. 


During this year (1992) the volume 
is still below the pre-war level though 
higher than that of 1990. 

There is not space here to give many 
details. For & time after the war, 
coal mining remained under govern- 
ment control Prices for exported 
coal were high and large gains were 
made by the owners. Suddenly, in 
the spring of 1921, the government 
withdrew its control and a strike 
followed. Also, the general business 
depression, American competition and 
glut of the French market (the most 
important continental one for Great 
Britain) with reparations coal, forced 
a reduction in exports and a heavy 
decline in price. In spite of the 
maintenance of output, severe losses 
occurred and, for a number of months, 
there has been grave anxiety over the 
condition of the trade. 

A few figures will make this clear. 
The average earnings per shift of all 
miners employed in April, 192%, were 
no more than 45.50 per cent higher 
than in 1918-14, while the cost of 
living was 82 per cent higher? In 
addition to these low earnings per 
shift, the average number of shifts 
worked per week had declined from 
5.84 before the war to 5.05 per week. 
No one, so far as the writer is aware, 
contends that the wages of the miners 
are too high if a standard of living 
basis is used as the measure. In fact, 
most critics condemn what they con- 
sider to be the deplorable living con- 
ditions among the miners. At the 
beginning of July, 1922 there were 
95,601 miners totally unemployed.” 


® These statistics and the others immediately 
following are from R. H. Tawney, “The Recent 
History of the British Coal Industry,” Man- 
chester Guardian Commercial, Reconstruction Sup- 
plement, Number Seven, September 7, 1922, p. 414. 

104 ial correspondent of The Observer 
(London) on July 2, 1922 stated: 

“Tt has to be recollected that in practically 
every coal field the wages of a miner who is so ex- 
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Early in the summer of 1922, the 
mines were being operated at a loss. 
Net costs of production averaged 
38 s. 11.66 d per ton for the industry 
but varied from 33 s. 4.2 d in the Mid- 
lands to 60 s. 9.5 d in South Wales. 
Export prices, during the first six 
months of 1922, averaged 22 s. 9 d. 
The growing demand from Germany, 
referred to in the preceding chapter, 
and large orders from the United 
States, because of the serious coal 
strike of 1922, gave relief during the 
summer. But such orders do not 
furnish much hope for the future. 
The settlement of our coal strike 
meant an immediate lessening in 
orders from America and there looms 
ahead the probability of a serious 
crisis in Germany in the not distant 
future. 

We may close our reference to coal 


by quoting Mr. R. H. Tawney, from’ 


whose article we have taken the above 
statistics: 


For, on a long view, what has turned the 
United Kingdom from a sparsely popu- 
lated agricultural society into one which, 
judged by the standard of the greater 
part of the human race, is wealthy, has 
been the existence of abundant coal and, 
now that the decline of the British coal age 
is not far below the horizon, economical 
utilization, in the spheres of consumption 
and distribution not less than that of pro- 
duction, of a vital and lasting asset is 
among the three or four most fundamental 
economie issues with which & nation can 


be faced. 


Tron Амр STEEL 


Iron and steel are among the most 
important British products. A glance 


tremely lucky as to get a full week’s work are only 
20 per cent above the July, 1914, rate, though 
the cost of living index figure is still 86 per cent 
above that ruling in pre-war days, and, às I have 
said, great numbers are working only three or 
four days a week, or not at all.” 


at the following tabulation shows how 
small the present output is, compared 
with that of 1913. 


Вагивн Ovurrut or Iron Амр STEEL* 
(monthly averages—in thousands of metric tons) 

















CRUDE 
STEEL 
1913 . 659 
1920 . 767 
1921 .. 307 
1922 
January 833 
February 422 
March 558 
April 411 
May 470 
407 





June . | 


* Longue of Nations, Afonthly Bulletin of Statzatics 
June, 1922, p 8. ' 


It will be noticed that the output 
of 875,000 tons of pig iron in June, 1922, 
was less than one-half that in 1918 and 
that the 407,000 tons of crude steel 
was only 61 per cent of that in 1913. 
However, both have increased from 
the low level of 1921, when they 
were seriously affected by the coal 
strike. 

Two points call for emphasis. One 
is the close relation between the iron 
and steel industry and coal. The 
other is that both were in much better 
condition in 1990 than at present. 
In fact in 1920, the production of 
crude steel was over 100,000 tons in 
excess of that in 1913. Great Britain 
did nof suffer from the direct ravages 
of war as did France and Italy, nor 
has she had the same post-war prob- 
lems as Germany. Her difficulties 
are to be closely associated with the 
world-wide business crisis of 1921, 
the effects of which were also to be 
observed in Italy. Britain has the 
advantage, however, of a better basis 
for the industry in her supply of coal 
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and considerable amounts of iron ore. 
Also, her finances are in much better 
condition. 


SHIPPING AND SHIPBUILDING 

British welfare is greatly affected 
by the earnings of her merchant fleet 
and the activity of her shipyards. 
Her fleet is only slightly larger than 
in 1914, but its earning power has 
been affected by several influences. 
One was the collapse in freight traffic 
and rates in 1920. А second was the 
added difficulty because the industry, 
like most others, had been heavily 
capitalized during the boom period 
and many losses had to be written off. 
A third is the very large increase in 
the volume of world shipping whose 
gross tonnage grew from 42,514,000 
on June 30, 1914, to 56,802,000 on 
June 80, 1999, an increase of about 
one-third in eight years. Two of these 
influences are of a temporary nature 
and revival of general business woulc 
mean that their effects would gradu- 
ally become less noticeable. The thirc 
ig more serious. So large an increase 
in world tonnage raises a much more 
difficult question. The condition o? 
the coal industry furnishes one о? 
Britain's largest problems. That o: 
her shipping in the face of this large 
world tonnage and keen competitiom 
is another. 

The tonnage of vessels entered and 
cleared at the ports of the пне King- 
dom is as follows: 


п Facts regarding idle shipping are hard t5 
secure. One estimate (W. S. Tower, et al, 
op. cit. p. 85), early in 192%, was that over 
1,100,000 tons of British shipping were idle ia 
home ports and ая much more outside—a totel 
of 2,200,000 tons or over 11 per cent of the tor- 
nage. The same source quotes the Statists 
index numbers of ocean freights and tire 
charter rates as 33 and 80 per cent respectively 
of the 1920 rates. 


Uwrrep Krwonox— ToxNAGE or Vessera Ёк- 
TERED AND CLEARED WITH CARGO 


(Monthly averages—thousands of tons) 

















Vxsskra | VESSELS 
ENTERED | CLEARED 
1918 4,089 5.859 
1820 3,048 3,049 
1921 $,098 8,08% 
1992 
January 2,906 3,919 
February 2,568 2,908 
March 3,938 4,814 
April .. 3,818 4,184 
May... 4,101 5,104 
June 3,822 4,975 





Even the tonnage of vessels entered 
and cleared is appreciably below that 
of 1918, but these figures tell little 
of the weight of the actual shipments 
of commodities. 

What is the condition of ship- 
building, another of the most im- 
portant British industries? "Tonnage 
under construction in British ship- 
yards for certain recent dates are: 


BRITSE SureBurmupiNGa— ToNNAGE UNDER 





CONSTRUCTION 
March 81, 1021. 8,798,593 
June 30, 1921 .. 9,530,047 
September 30, 1921 8,282,972 
December 81, 1991 ..... 2,640,319 
March 81, 1922.... . 9,935,098 
June 80,1992... ... . . 1,918,504 


The decline from March 31, 1921, to 
June 80, 1922, is nearly 50 per cent and 
is in itself serious. It becomes far 
more so when we find that beginning 
with June 30, 1921, the figures include 
many tons on which work has been 
suspended and also much tonnage 
whose completion has been post- 
poned. , 

Of tbe construction on June 30, 
1922, the last date given, Lloyd’s 
Register states that not only is there 
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a reduction of 816,000 tons from 
March 31, 1922, but the figure includes 
481,000 tons on which work has been 
suspended for some time, leaving only 
1,439,000 tons actually under con- 
struction. Archibald Hurd writing 
in the Daily Telegraph (London) of 
July 22, 199%, stated: 


There is more unemployment today 
than ever before in the history of the ship- 
building industry and this new return of 
Lloyds Register suggests that there will 
soon be little or no work. 


TEXTILES 


The coal industry has been active 
but losing money. Shipping and ship- 
building have not even been active. 
What of textiles of which cotton goods 
and yarns are the most important, 
with woolen goods and yarn coming 
next. We shall refer only to cotton- 
piece goods where the problem is 
particularly serious and where it is 
most important, because of the large 
amount of capital and labor in the 
ind . 
The following figures of exports tell 
the story, but need a word of expla- 
nation. In 1918, linear yards were 
given but now the statistics are in 
square yards. The exports of cotton- 
piece goods in 1918 were 7,075,252,- 
000 linear yards, a figure which must 
be increased by about 14 per cent for 
comparison with square yards. When 
this is done the amount is 8,065,787,000 
square yards: 


Exports or Соттом-Рієсв Соорв FROM THE 
Оюмттво Kinepom 








(in square garde) 
1913. 8,065,787,000 
1920 4,485,405,000 
1921 2,902,659,000 
1922 e 
(six months ending June 30) | 1,850,860,000 


? W. 5. Tower, et al., op. cù., p. 19. 


In 1981, these figures were only 
about 36 per cent of the ones for 
1919. To find a figure comparable 
to this, one must go back to 1865, when 
the exports of cotton-piece goods were 
2,014,304,000 linear yards, which, in- 
creased by 14 per cent, gives 2,296,- 
306,560 square yards. This is less 
than the exports in 1921, but the figures 
for 1866 were considerably above it. 

The figures for 1922 show February 
as the poorest month, followed by 
an improvement later but not enough 
to warrant any great degree of opti- 
mism.: The total for the first six 
months of the year was 1,850,860,000 
square yards, which is at the rate of 
3,701,720,000 square yards for the 
year. Exports for July were 48, ae - 
800 square yards. 

The difficulties faced by the НИЕ 
are numerous and include the high 
price of raw cotton, a world-wide 
trade depression, a very large loss of 
markets in certain parts of the world 
where trade has lessened or disap- 
peared, the raising of tariffs particu- 
larly in India (one of the largest of 
British markets), and the growth in 


Cotron-Pmcs Goons m INDIA—AMOUNT 
Propucap AND ТмровтЕр * 











(in million yards) 
Сотток- 
Y Prece 
BARS Goops 
Propucep 
1911-12. .. 1,186 
1912-183.. . ... 1,220 
1818-14... ..... 1,164 
1914-15. .. .... 1,185 
1815-16. .. 1,442 
1916-17.... 1,578 
1917-18 .. .. 1,614 
1918-18 .. 1,451 
1919-20 .. mr 1,640 
1820-21 .. .. .. 1,581 











cotes from an, article ont entitled “The potas 
n In таштуу Tattersall, in Spe a 
Journal, March, 1922, p. 37. 
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the number of cotton mills in India, 
Japan, Italy, Germany, the Southern 
United States and elsewhere. The sta- 
tistics in the preceding table show the 
effect on British cotton goods of the in- 
creased manufacturing in India. Brit- 
ish capital is behind many of the In- 
dian mills but that does not give 
freight to British shipping or employ- 
ment to the workers of Lancashire. 

The general tendency shown by 
these figures is clear. As local pro- 
duction has increased, imports have 
decreased. This reduction in imports 
has been influenced somewhat by the 
tendency of India to raise its tariffs. 
The duty on cotton goods has been 
altered in recent years as follows: 
In 1896, the duty was 316 per cent 
and an excise tax of the same amount. 
In 1917, the import duty became 714 
per cent, while the excise tax remained 
at 344 per cent. In 1921, the duty 
was raised to 11 per cent, the excise 


tax remaining unaltered. In March, 
1922, it was proposed to raise the rates 
to 15 per cent and 714 per cent re- 
spectively, but the proposal was with- 
drawn. England has to face tariff 
barriers even among her own colonies. 

These illustrations of the difficulties 
of British industries are sufficient to 
show what problems are being faced. 
Let us next notice British foreign 
trade as a whole over a period of 
several years, remembering how im- 
portant foreign trade is to England, 
its relationship to her domestic trade 
being placed by Dr. B. M. Anderson, 
Jr. as quoted above at 62 per cent. 

First, this trade may be given in 
“declared values" as they are called. 
This is merely a statement in pounds 
sterling of the values of imports and 
exports. 

One is struck, in the examination 
of these figures, by the large amounts 
for 1920, as compared with 1913, and 


Varur or Barrisa Еовыам TRADE АВ DECLARED 
(Quarterly *otals—in £1,000) 

















Exports or UNITED 
TOTAL Ілровтв Rz-Exports Сева Coons 
1913 
lst Quarter 190,297 $1,084 127,810 
2nd Quarter 1€2,467 27,967 129,751 
8rd Quarter 179,021 28,313 188,701 
4th Quarter 210,868 27,908 134,492 
1920 
Ist Quarter 580,257 75,100 995,548 
2nd Quarter 505,763 60,791 341,024 
3rd Quarter 468,975 44,567 869,811 
4th Quarter § 435,551 41,948 $28,291 
1921 
lst Quarter 397,712 26,847 227,787 
2nd Quarter 234,058 22,889 141,108 
8rd Quarter 255,987 27,054 149,766 
4th Quarter 259,004 20,412 184,585 
1922 
ist Quarter 233,710 28,787 186,063 
2nd Quarter 253,553 * 26,885 165,699 
July... . 81,784 . 831 60,419 








3 These and the following figures are from the Beard of Trade Journal, passim. 
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the abrupt decline in 1921 and 1922. 
This is true cf both imports and ex- 
ports. Nevertheless, the figures for 
1999 are still greater than those for 
1913 and, hence, are not discouraging 
until one remembers that the different 
price level should be allowed for. 

А. very valuable contribution to the 
analysis has been made by the Board 
of Trade Journal which has adjusted 
these prices to the level of 1918. The 
results give a much fairer picture of 
the real state of British trade than do 
the first set of figures, and are as fol- 
lows: 


the imports in the first half of 1992 is 
only 85 per cent of those for the first 
half cf 1918, and of the exports only 
66 per cent. 

This is extremely serious and be- 
comes even more so upon further an- 
alysis. The table on page 94 shows the 
imports on the basis of 1913 prices for 
the first and second quarters of the 
same four years. They are divided 
into three groups which include nearly 
all of the goods imported. 

The first thing to be noticed is that 
the United Kingdom is importing as 
much food, drink and tobacco as in 


Varum or Ввгызн Forsten Твлов on Влав or 1918 Prices 
(Quarterly totals—in £1,000) 











Toray IMPORTS Re-Exporrs oe dn р 

1918 

Ist Quarter 196,279 81,084 197,810 

2nd Quarter 182,407 27,967 129,751 

8rd Quarter 179,021 23,818 183,701 

4th Quarter 210,988 27,208 134,402 
1920 

Ist Quarter 186,762 84,142 90,761 

2nd Quarter 176,237 26,542 96,899 

8rd Quarter . 162,141 18,536 98,851 

4th Quarter 154,134 19,087 87,905 
1921 

lst Quarter . 139,088 17,198 68,150 

2nd Quarter 137,784 17,681 49,822 

8rd Quarter . 140,698 25,948 62,048 

4th Quarter . 152,462 24,785 81,627 
1922 

Ist Quarter . 156,522 28,581 85,454 

2nd Quarter 166,968 21,828 $4,348 








Even the year, 1920, was a much 
poorer year than 1913, when presented 
in this manner. Imports, in 1920, 
were less and the exports of that year 
were actually less than 75 per cent of 
those in the earlier year. In 1921, 
the reduction, particularly of exports, 
was to only about one-half the. 1918 
amount, while the recovery in 1922 is 
by no means large. The amount of 


1918. Her population has grown in 
numbers and has not reduced the 
amount of food it consumes. A differ- 
ent storv is told by the figures for im- 
ports of raw materials and articles 
mainly unmanufactured. They have 
declined alarmingly and in the first half 
of 1922 are only 74 per cent of those for 
1918. This means that British manu- 
facturers have not been purchasing the 
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Ввгивн Iuwrognra—DxrArLEr VaLUxzs on Basis or 1918 Prices 
(Quarterly tatals—in £1,000: 

















L Fooo, Dex IL Raw MATERIALS Ш. WHOLLY ов 
d Tonacco › | AND ARTICLES MAINLY MAINLY 
UNMANUFACTURED MANUFACTURED 
1818 
Ist Quarter 62.333 59,987 42,280 
2nd Quarter 68,451 49,938 48,102 
1920 
18+ Quarter . 66,025 53,180 33,148 
2nd Quarter 61,792 46,828 40,748 
1921 
lst Quarter.. 57,277 37,020 28,113 
2nd Quarter 68,026 27,769 28,990 
1922 
Ist Quarter 85,758 33,791 27,887 
2nd Quarter 69,181 Е 42,181 38,312 














raw materials for their factories. Ua- 
til these figures improve, business can- 
not again be active. Not until tie 
second quarter of 1922 were these im- 
ports as great as in the correspondiag 
quarter of 1918. This is encouraging 
but has not continued for a time suf- 
ciently long to warrant basing ccn- 
clusions on it. The figures for the 
third group show that purchases of 


manufactured articles are still at a 
very low level. 

Similar figures for exports are given in 
the table below with the third quarter 
of 1921 included. 

In this table, the third group—man- 
ufactured articles—is the most impor- 
tant with the exception of coal in the 
second group. Exports of manufac- 
tures are less than two-thirds of what 


British Exports—Derarrp Values on Basis or 1918 Prices 














(Quarterly totals—in £1,090) 
p 
t Roos, D П. Raw MATERIALS ПТ WHOLLY or 
í Tona С K, | AND ARTICLES MAINLY MariNLX 
UNMANUFACTURED MANUFACTURED 
1918 
Ist Quarter е 6,834 16,544 102,514 
2nd Quarter.. 7,255 16,805 103,889 
1820 
1st Quarter 5,037 10,124 74,048 
2nd Quarter 8.853 7,933 (82,341 
1921 
Ist Quarter . 3,937 6,394 56,608 
2nd Quarter. 8,498 3,416 41,702 
3rd Quarter. 4,C02 p 7,946 48,110 
1922 
1st Quarter 4,72 18,309 68.329 
2nd Quarter 4,308 15,199 63,335 
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they were in 1913. There has been 
a considerable amount of recovery 
from the low point of 1921, but the 
amounts are as yet discouragingly 
small, 

In an address before the Worsted 
Spinners’ Federation at Bradford, 
England, on May 11, 1922, the Right 
Honorable Reginald McKenna, Chair- 
man of the London Joint City and 
Midland Bank said: + 

The time for glittering promises is past. 
We know today that there is no short cut 
to national prosperity, not even by making 
Germany pay. Notwithstanding 
recent remissions of taxation, I believe 
that the remaining burden is heavier than 
can be borne consistently with the prosper- 
ous development of our trade. 


He further pointed out that much 
of the revival that had appeared in 
export trade was due to the British 
purchase of colonial and foreign secu- 
rities, i.e., that the exported goods are 
being loaned and that trade cannot 
continue indefinitely on those terms. 

The .only definitely encouraging 
fact in our survey of the trade sta- 
tistics is the return of the imports of 
raw materials in the second quarter 
of 1922 to the level of the correspond- 
ing quarter of 1918. This suggests 
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& growing confidence among British 
manufacturers that they will be able 
to sell their goods. Whether that con- 
fidence is warranted the developments 
of the future will show. 


UNEMPLOYMENT IN Great BRITAIN 


With so serious & situation in in- 
dustry and trade, we need not be 
surprised at the large amount of unem- 
ployment in England. To the ordi- 
nary traveler it is more noticeable 
than in the other countries we have 
mentioned, but that is in part due to 
the different method of dealing with 
the problem. 

However, unemployment is actually 
more serious in England than in the 
other countries named. This is not 
easy to demonstrate statistically, be- 
cause such information is reported 
in different ways in various countries. 
The figures we shall give are based 
on the number of workers covered 
by the returns from the trade unions. 
Of the workers so included, the per- 
centages unemployed on various dates 
were as shown in the table below. 

The large percentage of 93.1 in 
June, 1921, is to be explained by the 
coal strike at that time and, doubtless, 
strikes have helped swell the total on 


UNEMPLOYMENT IN THE Unrrep Ктхаром in PERCENTAGES ОР Reportine ТвлрЕ-Омох 











MEMBERSHIP 
Рев CENT Per CENT 

1913—March 19 1921— Maroh 10 0 
June.. . 19 June. .. 23.1 
September 28 September 14.8 
December 26 December 16 5 
1920—March.... 11 1922—January . 16 8 
June.. .. 12 February 16 8 
September. 22 March 18.8 
December. 61 April.. 17.0 
я May.. 16.4 
: June . 15 7 











и The Westminister Gazette, May 12, 1922. 
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later dates as well. But strikes are 
themselves only in part the cause of 
unemployment. They are, to a very 
important extent, a result of the 
difficulties Great Britain is facing. 
It will be noticed that the latest 
figure given (June, 1922) is 15.7 per 
cent or between one-sixth and one- 
seventh of the workers included in 
the returns. 

Total numbers are hard to give 
but, during the summer of 1922, a com- 
mon current estimate was 2,000,000, 
which is between 4 and 5 per cent of 
the total population. On August 20, 
1922, the total amount of registered un- 
employment was 1,333,700. So muca 
concern has been felt over the out- 
look for the coming winter months thzt 
there has been created a special Cabi- 
net Committee on Unemployment 
which has sanctioned several plans of 
relief, calling for about £10,000,000 
of expenditures on road building, re- 
pairs and other public work. Admira- 
ble and important as these plans may 
be, we should not forget that there is 
one thing they do not do. They do 
not add in the least to the amount of 
food and clothing immediately in 
existence in Great Britain. Such əf- 
forts do not mean that more goods are 
manufactured and sold, more fcod 
imported, raw materials secured end 
markets exploited. Ву the payment 
of wages to the workers thus employed, 
much distress will be relieved bu: it 
merely means a better distribution 
of goods already in existence in the 
country, not an addition to the volume 
of these goods. "The roads and o-her 
public works may add to the fuzure 
productivity of the country—they do 
not increase it in the immeciate 
present. 


FINANCES 


The British industrial situation is 
discouraging. Recovery is slow and 


there is nothing to warrant any ex- 
peciation of rapid return to pre-war 
levels. 

British finances are a pleasant con- 
trast. Prices rose during the war, 
in England as elsewhere, but less than 
in the leading Continental countries, 
the Board of Trade index number 
being 314 in 1920 (1913 equals 100). 
Since then, prices have fallen, until in 
June, 1922, the figure was 163, or only 
68 per cent above 1918. This has 
forced a considerable amount of liqui- 
dation, a movement which has gone 
much farther than. on the Continent. 
The pound sterling went to $3.18 
in February, 1920 (par being $4.8665) 
but has this year been as high as $4.50 
and at the present writing is about 
$4.39. There is nothing about the 
reports of condition of British banks 
nor of the Bank of England that calls 
for analyses similar to those we have 
given for other countries. Standards 
and practices have been modified 
during and since the war but there is 
no occasion for concern over the im- 
mediate financial situation except as 
it may be affected by the industrial 
conditions already described or by the 
government's fiscal situation. 


GOVERNMENT FINANCES 


British war finance was not above: 
criticism but was much better and 
safer than that of most belligerents. 
Taxes were heavy, and inflation, though 
unfortunately severe, was minimized. 
The debt rose until on March 31, 
1920, its gross amount was £7,875,- 
600,000. By March 81, 1921, this 
had been reduced to £7,623,100,000, 
of which £1,161,600,000 was foreign 
(converted at $4.8624 equals £1). 


3$0n March 31, 1921, other governments owed 
the British Government #1,963,000,000. Of 
this ttle ог none will be a source of revenue for 
the present, much of it not for a long time and 
considerable amounts never. 


Western EUROPE AND THE UNITED STATES 97 


The floating debt is being reduced and 
the danger from it lessened. 

British financial genius has again 
been manifested. Nevertheless, there 
is a heavy strain. One way in which 
this appears is in the figures for the 
budget for 1922-23. In 1921-22, total 
expenditures were £1,079,000,000 and 
revenues £1,125,000,000, leaving a 
surplus of £46,000,000 in spite of many 
early predictions of a deficit. How- 
ever, the large sum of £170,806,000 
came from certain special sources 
among which was the sale of war sup- 
plies. Critics of the government have 
very properly contended that correct 
accounting would not recognize such 
sums as revenue but would place them 
in the capital account, using them not 
to meet current expenses but to liqui- 
date indebtedness. There is no ques- 
tion as to the propriety of this from 
the accounting standpoint and no 
examination of the British Budget 
should ignore the point. Income of 
this kind is not regular and is secured 
by a diminution of assets. 

For the year 1922-1923, the esti- 
mated expenditures are £910,060,000 
and revenues £910,775,000. To meet 
loud criticisms against the heavy taxes, 
there has been adopted an income-tax 
reduction of one shilling per pound 
sterlmg and certain minor changes. 
This has been made possible, however, 
only by sacrificing one of the most 
important of the British fiscal tradi- 
tions. Payments to sinking fund are 
suspended and maturing indebtedness 
is to be met by new borrowings. 
Whether, with these changes, the year 
will show the surplus estimated it is too 
soon to know, but, in any case, tax 
pressure is still heavy and not all 
students are confident of the forth- 


The total floating debt (including both 
Treasury Bill and temporary advances) was 
£1,874,000,000 on June 30, 1921, and £985,000,- 
000 on June 30, 1922. 
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coming revenues. There is general 
agreement that this fiscal year will 
be more of a strain than the last one. 

In discussing Continental finances, 
we have referred to the futility of 
urging that budgets be balanced 
largely through a reduction in ex- 
penditures, pointing out that only 
moderate amounts can be saved in 
that way. The large items in the 
budget are of a sort that can be re- 
duced only through default since they 
are for pensions and interest on debt. 

For Great Britain the estimated . 
(not the actual) expenditures for the 
fiscal year ending March 31, 1992, 
were £1,062,623,000. Of this sum, 
14.8 per cent was for pensions and 30.8 
рег gent for interest on the public 
debt, a total of 45.1 per cent for these 
two items alone." Savings there 
should be wherever possible and doubt- 
less many can be made, but it should 
not be forgotten that the tension 
cannot be greatly relieved in this way. 


Tse British Posrrion 


Great Britain is contending with 
several difficulties which should now 
be enumerated. Because of her rela- 
tively good financial condition and the 
recovery of the pound sterling in 1922 
to $4.50 there is a danger that we 
shall not appreciate her situation. 
In the judgment of the writer, her 
economic problems for a considerable 
numbe: of years in the future are more 
aeute than those of any other country 
in Western Europe. 

Let ug examine the basis for such 
an assertion. First is the fact that 
since about 1870 British supremacy 
has been challenged, especially by 
Germany and the United States. She 
industrialized early and, more than 
any other country in the world, has 


T Actual expenditures for 1922 included 
£382,294,000 for debt service. This was 80.7 
per cent of the total for the year. ` 
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placed her population (about 45,000,- 
000) in a position of dependence on 
outside sources of food supply and 
raw materials and on foreign markets. 
In doing this she has depended on 
several factors, two of the most im- 
portant being & large supply of good 
coal and relatively cheap labor. She 
has not introduced modern methods 
of organization as fully as the other 
two countries nor has the government 
(aside from the war period) exercised 
any very large measure of control 
over business. Latssez-faire, free com- 
petition and reliance on individual 
initiative have been guiding principles. 

With her industrial organization 
and large population, any disadvantage 
in the world's markets, even though a 
temporary one, becomes immediately 
serious. It is now often argued that 
relief may be secured through the 
emigration of the excess population 
to other parts of the British Empire. 
Such relief will not be entirely ade- 
quate, since many of her people do not 
care to emigrate, and many would not 
readily adapt themselves to so great 
& change in environment. Besides, 
the annual increase in population is so 
great that it would seem difficult to 
transport enough to do any more 
than maintain the population at, say, 
its present level, Whether even that 
much could be done is by no means 
clear. 

Britain must then continue more 
energetically than ever her struggle 
for industrial recovery. Food, raw 
materials and markets are vjtal. In 
carrying on this struggle, she faces a 
coal problem (described in the earlier 
part of this chapter) and must contend 
against rivals in the ocean-carrying 
trade, especially against the United 
States with her new merchant marine 
(which many Americans wish to sub- 
sidize), and against Germany, whose 
merchant fleet is now rapidly growing. 


England’s second difficulty is an 
industrial organization greatly weak- 
ened by the war and post war develop- 
ments. She suffered less than many 
others but more than is often realized. 
Under favorable conditions her re- 
covery might have been rapid but 
these favorable conditions have not 
been present. One English economist 
has argued that, whereas in 1907 
England devoted 23.7 per cent of the 
national income to maintenance of 
capital at home and to new invest- 
ments at home and abroad, in 1920 
(& so-called prosperous year) only 
5.4 per cent was so used.? No recent 
similar estimates are before the writer 
but if such & condition is being con- 
tinued, the results will be serious. 

The third difficulty is the world- 
wide trade depression. In so far as this 
is like other depressions, the passage 
of time will bring relief. A fall in 
prices of the sort experienced in 1920 
and 1921 could not well occur without 
the usual bankruptcies, cancelled or- 
ders, unemployment, etc. But those 
who have expected this depression 
to end in & short time or even in 
several years, as did those beginning 
in 1878 and 1898, have not fully ap- 
precated the gravity of the crisis, 
If history is a guide at all, this depres- 
sion, already more serious than any 
of its predecessors, will last much 
longer. As the most completely in- 
dustrialized country in the world, 
Great Britain is the most dependent 
on the free movement of trade and 
the greatest sufferer from its present 
inter-uption. 

Fourth is the persistence of the 
world-wide political, economic and 
social unrest. Every period is one 
of transition but this is unusually so. 
The post-war adjustments by treaty 

в ЕС à Crammond, London Times, June 28, 
1921, as quoted by Bass and Moulton, America 
and the Balance Sheet of Europe, p. 182. 
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and otherwise have meant altered 
trade movements. Old channels for 
the movement of goods have been 
abandoned for new ones. ‘Tariffs have 
been altered and embargoes imposed. 
Great areas, such as Russia, from 
which food supplies were secured and 
to which exports were sent, have been 
largely eliminated with appalling con- 
sequences both direct and indirect. 

These are the more material factors 
but they cannot be dissociated from 
those of another sort. A non-coóper- 
ative movement in India checks for- 
eign purchases by that country. A 
wave of anti-foreign feeling in China 
has the same effect. The downfall 
of Greece in Asia Minor during Sep- 
tember, 1922, means an immediate de- 
cline in orders from the Levant. If 
the Greek debacle is followed by a war 
in the Balkans or by a conflict between 
Great Britain and Turkey, as seems 
probable today (September 29, 1922), 
Britain’s fiscal difficulties will be 
increased, her home industries still 
further disorganized and her foreign 
trade more demoralized than ever. 
An economic crisis in Germany, an 
invasion of the Ruhr by France, or 
any one of a dozen other contingencies 
that could easily be mentioned, means 
more burdens for Britain. 

The world, we often say, is an eco- 
nomic unit. For the most part we do 
not understand the expression and 
we certainly do not act upon it, nor 
shape our individual and national 

19 See the article by Emile Mireaux in this 
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policies accordingly. Great Britain 
is more completely entangled in this 
world-wide situation than any of the 
rest of us, and suffers more than the 
rest of us, when it is seriously dis- 
organized. 

The immediate financial distress 
on the continent may blind us to the 
fact that over 45,000,000 people in an 
island country can exist only if trade 
keeps moving. Revival is yet rela- 
tively slight and the dangers of further 
trouble are very acute. For a time, 
Great Britain (we refer to the United 
Kingdom and not to the British Em- 
pire which is very different) may live 
on her accumulated capital invested 
abroad, but continued interruption 
of trade will bring with it serious con- 
sequences to an industrialized country 
with a population of 871 per square 
mile. 

This is not a prophecy of disaster 
or of anything else. The writer can- 
not peer into the future. It is merely 
a frank statement of the situation at 
the present and an indication of the 
problems that must be faced, the 
extent to which solutions can be found 
remaining to be seen. As yet they 
are not in sight. 

In the meantime, Great Britain is 
beginning the payment of interest 
on the debt owed by her government 
to ours. This she can doubtless do, 
at least for a time, but only with con- 
siderable effort. Whether she can 
long continue such payments depends 
on her solution of the problems we 
have fnentioned. 
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Chapter VII 
BELGIUM 


ELGIUM is the most densely pop- 
ulated country in the world, there 
being 647 people to the square mile in 
1913. Her general economic status is 
like that of many of the other countries 
of Western Europe but resembles Eng- 
land more than any other. Such large 
numbers can exist in a small area only 
because of the extensive industrializa- 
tion. 

In spite of intensive cultivation of 
the soil, she imports a large amount of 
food. Also, she imports raw materials 
and exports manufactured goods. Her 
trade balance is nominally one in which 
her imports are larger than her ex- 
ports, the monthly averages in 1913 
being $86,333,000 francs for the im- 
ports and 302,883,000 francs for the 
exports. This is a monthly import 
balance of 83,500,000 francs which 
amounts to 1,002,000,000 francs per 
annum. Her merchant marine is neg- 
ligible and the excess of imports is paid 
for by the interest on her foreign in- 
vestments which have been large. 


Beueruom Since tHe War 


Although most of Belgium was occu- 
pied by German troops during the war, 
the actual destruction of property in 
the country was less than in France, 
where so much of the fighting occurred. 
This has meant less serious post-war 
problems than she would otherwise 
have faced. : 

Because of lack of space our presen- 
` tation of post-war conditions must be 
more condensed than for the other 
countries. 


Coat, Iron AND STEEL 


Belgium has large coal deposits and 
her coal output is accordingly very im- 
portant, both for its own sake and be- 


cause it is an index of industrial condi- 
tions throughout the country. In 
1913, the monthly average output was 
1,904,C00 metric tons. In 1920, it was 
1,866,000 tons and, in 1991, it was 
1,817,000 tons. During the first six 
months of 1922, the monthly average 
was 1,785,000 tons. 'This is over 93 
per cent of the rate in 1918, a high per- 
centage when we remember the general 
business depression. 

In 1918, the average monthly out- 
put of pig iron was 907,000 metric 
tons; :n 1920, 93,000 tons; in 1921, 
78,000 tons, and for the first six months 
of 1922 it was 108,600 tons. This is 
very low for 1922, compared with 1913, 
but a considerable gain over 1921. 

For crude steel the monthly average 
figures were—1913, 205,000 tons; 1920, 
104,000 tons; 1921, 66,000 tons; first 
six months of 1922, an average of 
99,600 tons. This record is about the 
same as for pig iron. The good show- 
ing made by coal is not duplicated for 
iron and steel. 


Forsan TRADE 


In examining foreign-trade figures 
we should remember that Belgian or- 
ganizationis much like the British. The 
country is extremely industrialized. 
Raw materials and foodstuffs must be 
imported and manufactured articles 
exported. A decline in foreign trade is 
disast-ous for both countries. 

‘Monthly averages of Belgian foreign 
trade have been as shown in the table! 
on page 101. 

These figures seem to show (1) an 
increase in volume of both imports and 
exports, (2) a decline from the high level 
of 1920,to a much smaller amount in 


l League of Nations, Monthly Bulletin of Sia- 
tistics, June, 1922, p. 10. 
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Betoun Forsen TRADE 


(monthly averages in francs) 











YEARS Тыровтв Exports Excess оғ Imports 
1918 386,333,000 9802.883,000 83,500,000 
1920 930,460,000 724.84'7,000 205,613,000 
1891 as 887,620,000 594,987,000 242,633,000 
1922 (8 months) 677,081,000 444 552,000 232,529,000 





1922 and (3) a continued import bal- 
ance which is now at a higher rate than 
in 1920 and of course much higher than 
in 1918. 

There is no official adjustment of 
these figures to the 1918 level of prices 
and we cannot make so exact a com- 
parison as we did for Great Britain. 
There is a test that can be applied and 
we shall use it with the warning that it 
is far from precise. It is a reduction of 
both import and export figures to the 
1913 level by dividing by the official 
index number of prices. This number 
has not been published for all years but 
we have it starting as 100 for 1914 and 
shall arbitrarily take that level for 
1918, the difference between the two 
years not being very great. With a 
repetition of our reminder that this is 
far from precise but that it is very 
much more so than the uncorrected 
figures, we may present the statistics as 
corrected. 


Brrauw Forrien TRADE 
(Corrected figures—see text) 
(Monthly averages—in francs) 














YEARS Імровтѕ Exports 
1019... eel КЕЛ 886,338,000 | 302,835,000 
1920. (index number lacking) 
1991*.. . . 228,850,000 | 162,540,000 
1922 (8 months) . 189,660,000 | 124,520,000 
Percentage of 1922 

to 1913....... 49 * а 





*The index number for 1921 15 366 and for the first 
three months of 1922 ıt 18 357. 


This shows a very different situa- 
tion. `The value of imports, in 1922, 
as thus corrected, is only 49 per cent of 
the imports of 1918 and the corre- 
sponding figure for exports is 41 per 
cent. Both imports and exports, as 
thus presented, are less than half as 
large (or at any rate only half as valu- 
able) as those of 1918. This is an 
alarming state of affairs for a country 
so dependent on foreign trade as is Bel- 
gium. It is made worse by the fact 
that it is carried on at the high price 
level. Although our correction shows 
that in 1922 the excess of imports was 
only 65,180,000 francs, compared with 
an excess of 83,500,000 in 1918, such a 
comparison is entirely meaningless. 
'The balance of indebtedness abroad 
piles up at the high price level even 
though the volume of trade has very 
greatly declined. 

We have then the spectacle of a 
country with perhaps less than half of 
her pre-war foreign trade accumulating 
foreign indebtedness at & rapid rate 
because of a high price level. Our fig- 
ures for the import balance have been 
givenein monthly averages. Multi- 
plying each of these by 12 to get yearly 
amounts, we have the following: in 
1913, 1,002,000,000 francs; in 1920, 
2,467,856,000 francs; in 1991, 2,912,- 
676,000 francs and in 1992, during the 
first three months, at the rate of 2,790,- 
348,000 francs. That the actual 
amount of trade is less than pre-war is 
shown also by the tonnage figures. 
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It must be remembered that tonnage 
figures are affected by a shift in the 
composition of trade, e.g., by a change 
in the amount of a heavy commodity 
such as coal. 


Buran Forman TRADE 
(Monthly averages in thousands of metric tons)* 











YEARS Тмровтв | Exrorts 
TIIS. o ns 2,721 1,740 
190290... reo RES 995 879 
1991... v x veis 1,459 1,430 
1922 ($ months)..... 1,474 1,160 





Jun oe ч ations, Monthly Bulletin af Ѕіаһайсз, 

This analysis of foreign trade shows 
that Belgium has recovered consider- 
ably from the low level during the war 
but that she is still very far below pre- 
war standards as indicated by tonnage 
and by values roughly adjusted to the 
1918 basis. There is an increase of 
551,000 tons in the 1921 exports over 
those of 1920, which is 6,612,000 tons 
for the year, but, according to the an- 
nual report of the Consul General for 
1921, this was largely raw materials or 
articles bought elsewhere “and even 
products the like of which Belgium 
must purchase abroad in order іс 
suffice the needs of the population.” 
At the same time, her external indebted- 
ness is accumulating rapidly. The 
trade balance in 1921, though less un- 
favorable than іп 1920, amounted tc 
over 2,900,000,000 francs, an amount 
nearly three times as large as in 1918. 
. While we have no reliable estinfate o? 
invisible items, there is no reason to 
suppose that they would offset this 
large amount. An excess of imports 13 
by no means a cause for alarm, if earn- 
ings of a merchant marine or interest 
on foreign investments or tourists’ ex- 
penditures or remittances of emigranta 
to families at home are an offset. 
Nor is it a bad sign if it does not grow 
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too rapidly and if the extra funds thus 
secured are being used for internal de- 
velopment and to increase produc- 
tivity. On this last point there is un- 
fortunately no adequate information. 
One final comment should be made 
regarding Belgian foreign trade. 
Even more than many other countries, 
Belgium is dependent on her neighbors. 
In spite of the late war and the large 
amount of anti-German feeling that 
still exists, Germany is an important 
factor. This is shown by the follow- 
ing tabulation:? 
Fornien Trane or BxLaIUM тм 1920 Ax D 1921 
with CERTAIN COUNTRIES 


(in francs, 000,000's omitted) 


























IMPORTS Exports 
CouxTRIES 

1990 | 1921 1920 | 1921 
Belgian Congo 185 110 40 76 
Germany 948 | 1,476 || 1,191 | 1,171 
United States. | 2,279 | 1,742 815 208 
France.... . | 2,817 | 1,747 || 2,626 ' 1,518 
England. .. | 2,184 | 1,195 | 1,884 1,80 
Holland .... 717 855 | 1,087 989 











The trade with the Belgian Congo is 
included in this table merely to show 
that it is relatively unimportant. Bel- 
gium’s large markets are France, Eng- 
land and Germany. She purchases 
most of her goods from France, Eng- 
land, Germany and the United States. 
Belgian purchases in Germany in- 
creased from 943,000,000 francs in 1920 
to 1,476,000,000 francs in 1921, Ger- 
many becoming a strong third with 
only France and the United States 
ahead of her. Belgium sells more 
goods to France, England and Ger- 
many than to other countries. Ger- 
many' s purchases remained almost un- 
changed jin 1921, as compared with 
1920, byt every other one of the large 

2 These figures are taken from the Annual Re- 
part of Consul General Morgan far 191, Brussels. 
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countries lost considerably. Belgian 
trade, both import and export, is to an 
important extent dependent on condi- 
tions in Germany. It cannot well be 
otherwise, but the conclusion to be 
drawn from the fact is that an eco- 
nomic crisis in Germany and a consider- 
able decline in Germany’s foreign trade 
will be a very serious blow to Belgium. 
Every country in the world, but partic- 
ularly those in Western Europe, will 
suffer if and when a German collapse 
comes, but Belgium perhaps the most 
of all. This is due to her geographical 
position and her history to date. Her 
economic structure has adapted itself 
to the facts of the situation and she 
cannot escape the consequences of it. 


UNEMPLOYMENT 


Unemployment in Belgium is less 
than in England. It was serious in 
the latter part of 1920 when it was 17.4 
per cent of the workers covered by the 
returns. By the end of 1921, it was 
only 6.6 per cent and in May, 1922, 
only 3 per cent? Reconciliation of 
this high percentage of employment 
with the small output in many lines 
and the reduced volume of foreign 
trade is not possible with the informa- 
tion before us. Some critics contend 
that it is largely explained by the short 
hours and the “almost insignificant 
output of Belgian labor,” but on this 
the writer is unable to venture an opin- 
ion. 


Business FAILURES 


During the first six months of 1920, 
there were 86 business failures. Dur- 
ing the corresponding periods of 1921 
and 199% there were 76 and 122 re- 
spectively.* This increase suggests a 
growing strain but there seems to be no 


з Unemployment figures are from League of 
Nations, Monthly Bulletin of Stahshes, June, 
1922, p. 29. 

* Commerce Reports, August 28, 1922, p. 581. 
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reason as yet to view it as anything 
more than an adjustment which is 
eliminating “irresponsible enterprises 
started during the boom period.” 

A fall in prices might produce serious 
results in Belgium, as in other Conti- 
nental countries where the price level is 
still very high compared with pre-war. 
In Belgium it averaged 966 in 1921 
(1914 equals 100). In January of this 
year it was at this same level—866— 
but steadily fell until it was 344 in 
April, a fact which may explain the 
increase in business failures. 


Money AND BANKING 


Before the war, the gold holdings of 
the Bank of Belgium were 249,000,000 
francs and are now 267,000,000, a 
slight increase. Note issues of the 
Bank at the end of 1918 were 1,067,- 
000,000 francs. A considerable part of 
the increase in note issues since that 
time is to be explained by the adjust- 
ments made necessary at the end of 
German control over Belgium, when 
the marks left in circulation were re- 
placed by Belgian francs. Since then, 
there have been considerable increases 
in the amount of notes outstanding. 
They were 4,950,750,000 francs in 
March, 1920, and 6,320,676,000 francs 
on April 18, 192%. On October 12, 
1922, this had become 6,542,911,000 
francs. 

At the end of 1913, the government 
securities held by the Bank of Belgium 
were 14 per cent of its total assets. 
By the end of 1921, this percentage had 
increased to 93.5 As in France and 
Germany the condition of the central 
bank is closely associated with Govern- 
ment finances. 


GOVERNMENT FINANCES 
In 1918, the total expenditures of 
the Belgian Government were 864,945,- 


5 League of Nations, Memorandum on Central 
Banks, p. 28. 
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196 francs and the total receipts 757,- 
654,649, leaving a deficit of 107,290,547 
francs. The total public debt in 1918 
was 4,626,600,000 francs or 623.2 
($120) francs per capita. 

While perhaps less confusing than 
French public finance, the Belgian 
post-war situation is very difficult to 
present. Classifications of budget 
items make year to year comparisons 
impossible, but a few facts may be pre- 
sented with assurance. 

The deficit in 1919 was 5,661,892,- 
000 francs; in 1920, 5,588,746,000 
francs; in 1921, it was less amounting 
to 4,581,689,000 francs and in 1992, 
the estimate is 1,142,150,000 francs. 
This decrease is encouraging but less 
so when we analyze the budget. The 
following summary is enlightening: 


the assignment to this account of 112,- 
240,00C francs under the heading Az- 
penses of Occupation and 433,000,000 
francs Transfer from Reparations Re- 
ceipts. Neither of these is a permanent 
source of income. On the other hand 
Extraordinary expenditures may not 
persist indefinitely. There is as yet a 
heavy deficit on Ratlroads, Posts, Tele- 
graphs, etc., where expenditures are still 
greater than receipts. 

Qn the whole, one must conclude 
that until reconstruction work is com- 
pleted and until a different policy is 
adopted toward Germany, expenses of 
reconstruction and occupation will 
remain high, while debt charges, which 
are 25 per cent of the total budget, will 
not decrease, but will instead probably 
continre to grow. On the receipts, 


Beiatan Воракт ron 19% 











(in тапса) 
80вріл8(4-) 
RECEIPTS EXPENDITURES Devicrr(—) 
1. Ordinary 1,891,788,918 2,591,007,899 629,878,986 — 
2 Exceptional 878,790,000 60,182,535 618,607,985 + 
3. Extraordinary 2,600,000 886,298,527 883,693,527 — 
4. a Reparations Receipts 2,500,870,000 
b Expenditures Recoverable under 214,894,009 4- 
Treaty of Versailles 2,285,975,931 А 
5 Railoads, Posts, а Ete. 1,.42,174,956 1,598,700,477 456,525,521 — 
6. Revitaillement -01,450,000 107,004,481 5,554,431— 
"Totals 6,317,678,869 7,459,854,800 
Deficit. .. ... . 1,142,150,931 











Of the six groupings of the budget as 
given, four show deficits and two show 
surpluses. "There is a deficit of 629,- 
878,986 francs even in the Ordinary 
account, due largely to the presence 
there of 1,131,896,087 francs of the 
total debt charges an item that is 
increasing rapidly from year to year as 
the debt grows. The surplus under 
Exceptional has come about through 


side, one is impressed with the large 
fraction of the receipts that come from 
reparations sources. It is to be re- 
membered that Belgium receives from 
Germany remittances to cover the 
costs of occupation and the clearing of 
private war debts as well as a priority 
claim om reparations payments. Her 
budget has been strengthened thereby. 
The granting of a moratorium to Ger- 


Western EUROPE AND THE UNITED STATES 


many or any other form of cessation of 
payments would immediately add sev- 
eral billions of frances to the deficit. 
But even with all the exceptional 
and extraordinary sources of income 
there is a deficit, and a consequent 
addition to the total debt. This debt 
on February 1, 1922, stood as follows: 
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on her debts to foreign governments 
and cannot do so for a long time to 
come. Inthe meantime, a crisis in Ger- - 
many would weaken her by directly 
destroying her German markets and 
by indirectly weakening her markets in 
other countries where the repercussion 


would be felt. 


Berean боукнчмимт Dest, Еювнодяах 1, 1922 














(an francs) 
INTERNAL EXTERNAL ToTaL 
Consolidated 12,662,521,388 1,917,791,377 18,880,312,765 
Floating 14,918,944,800 5,458,419, 684 20,807,364,484 
27,570,466,188 6,671,211,061 34,247,677,249 





Theexternal debt in foreign currencies 
has been converted into Belgian francs 
at the rate prevailing at that time. As 
the franc is now lower, the amount of 
the external debt would be larger in 
francs. 

CONCLUBIONS 


Like that of France, the recovery of 
Belgium has in many particulars been 
remarkable. Had space permitted, 
much could have been said of her prog- 
ress along many lines not even men- 
tioned. Because of her geographical 
position, she has developed an indus- 
trial organization which cannot sud- 
denly be made over into something 
different. She still needs to import 
foodstuffs and raw materials and to 
export manufactures. For the pres- 
ent, she is like many other countries. 
Her balance of trade cannot be quickly 
made a favorable one, nor can she sud- 
denly begin rendering extensive and 
valuable services to the people of other 
countries. She is not paying interest 


Her price level is still high and any 
considerable decline would force many 
failures and, of course, cut off govern- 
ment tax receipts. A default by Ger- 
many means an acute problem for the 
‘governmen:, which must in some way 
carry a debt of over a billion francs 
this year, in any case. If German de- 
fault means merely the delivery of 
German promissory notes which can be 
discounted at the banks and if the 
funds thus secured are turned over to 
Belgium, this difficulty is lessened.’ 
That such a pyramiding of liabilities 
can continue indefinitely is impossible, 
but how long it can actually be main- 
tained no one knows. It is in any case 
only a question of time until receipts 
from Germany will cease, while many 
expenses, particularly the debt charges, 
will continue. 


8 A dispatch from Brussels, dated September 
30, states that Swiss banks have discounted at 
4 1/4, per cent, 96,000,000 gold marks of German 
"Treasury notes given for reparation payments. 
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Chapter VIII 
THE ECONOMICS OF WESTERN EUROPE 


UCCESSIVE chapters on Italy, 

France, Germany, England and 
Belgium have presented a considerable 
number of details for each country. 
What generalizations can be made? 
Is it possible in so complex a situation 
to generalize at all, either as to troubles 
or as to correctives? 

Certainly it should be done with 
caution and with the explicit warning 
that generalization does not mean 
simplification. It certainly will not 
mean easy solutions. It is more apt 
to disillusion us and perhaps make 
solutions appear impossible. 


. GROWTH or POPULATION 


'The fixst outstanding fact regarding 
Western Europe is the rapid growth 
of the population and its present den- 
sity. For all Europe the estimated 
population in 1800 was 175,000,000; 
in 1914 it was probably 452,000,000. 
In 1801, the population of Great Brit- 
ain was 10,500,000 while now it is over 
45,000,000. In 1801, Napoleon found 
97,445,000 people in France; today. 
in spite of a relatively low birth-rate 
for many years, she has over 39,600,- 
000. German statistics for a century 
are more difficult to present but. 
in 1871, the population of Germany 
was 41,000,000, while at the outbreak 
of the war it was about 65,000,000. 
Italy grew from 26,800,000 in 187C 
to 34,600,000 in 1911, in spite of a very 
large amount of emigration. 

We shall not inquire into causes 
but accept this growth as a fact. 
adding that it stil continues. lr 
spite of the butchery of the war, the 
population of Europe has not been re- 
duced in numbers. Its increase has 
been retarded and millions were killed, 


but the natural growth of the popula- 
tion and the check to emigration have 
more than offset these losses. 

How densely people are packed to- 
gether is а matter of common knowl- 
edge. The density in Europe, partic- 
ularly in Western Europe, is greater 
thaninany otherlarge area inthe world. 

Such large numbers of people could 
be gathered together and given even 
as high living standards as they possess 
only by altering their economic activ- 
ities. Applying the inventions of the 
eighteenth, nineteenth and early twen- 
tieth centuries, they gave proportion- 
ately less attention to agriculture and 
more to manufacturing. As we have 
repeatedly pointed out in our chapters 
on patticular countries, this means a 
reliance on other parts of the world 
for food and raw materials and also 
develops an intense need for markets 
in which manufactured articles can be 
sold. Also the growth of factories 
and railroads has meant large invest- 
ments of capital in a fixed form. 

On the whole, there has been an 
increase in wealth and in annual in- 
come. This income has been derived 
from & variety of sources. Part of it 
is local productivity of farm, mine and 
factory. Western Europe is a hive of 
industry with a tremendous and greatly 
diversified economic output. Part of 
it has been the earnings of great mer- 
chant fleets which have carried cargoes 
to and fro in all parts of the world and 
have charged the people of all countries 
to whom such services were rendered. 
Part cf it has been the earnings of her 
great barks and insurance companies 
and a part has been the expenditures 
of tourists from the new world eager 
to see the scenery and the civilization 
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of the older countries. As time has 
passed, the people of Europe have in- 
vested heavily abroad, holding, at 
the outbreak of tbe war, possibly 
$40,000,000,000 of foreign stocks and 
bonds. These securities entitled them 
to receive perhaps $2,000,000,000 a 
year in interest and dividends. 

Such an organization was both com- 
plex and delicate and its possibilities 
have perhaps never been realized by 
any one. Even with man’s rudimen- 
tary knowledge of science and his 
blunders in applying it, the output 
of commodities and services was enor- 
mous. The world’s great economic 
machine creaked and groaned, and lum- 
bered and lurched along, but it worked. 
Some felt that its operations were be- 
coming less successful as the years 
passed, but it functioned after a 
fashion. It was clumsy but its various 
parts were interrelated and, while 
changes could be made and, in fact, 
were always going on, they were pain- 
ful. The introduction of machinery 
brought hardships to laborers who 
lost their positions. A change of 
fashions often meant temporary unem- 
ployment to thousands of people and 
a considerable loss to owners of ma- 
chinery suddenly rendered useless. 
A war in South Africa created a de- 
mand for mules that brought pros- 
perity to farmers in Missouri. A 
threat of war in the Balkans spread 
its influence from one center to another 
until a railroad in our middle West 
could not sell its bonds and so delayed 
making certain extensions of its line. 
Laborers were discharged, and re- 
tailers, from whom they were ac- 
customed to buy, lost their trade. 
The world was each year becoming 
more and more of an economic unit 
and violent disturbance anywhere was 
sure to mean trouble. н 
s, Into this organization came the war, 
and at the end an attempt was made 
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to resume the activity that had been 
interrupted. Not only once, but many 
times, our leaders have endeavored to 
bring us back to something resembling 
the pre-war standard, but thus far 
the successes have been few and the 
failures many. 

The causes of the impasse are many 
and are an intricate mixture of eco- 
nomic, political and psychological ques- 
tions that no one person is by himself 
capable of analyzing. "There are, how- 
ever, & few of the economic aspects 
that can be made clear. 

First is the fact that the war actually 
destroyed only a very small fraction 
of the economic organization of Europe. 
Terrible as was the slaughter, there 
is no lack of man power. Railroads, 
bridges, factories, mines and dwellings 
were destroyed but they were, after 
all, only a small percentage of the 
total and occupied only a small frac- 
tion of the entire area of Europe, to 
say nothing of the world. 

In this connection it is to be re- 
membered that the war did not de- 
stroy any large accumulations of 
capital but was fought chiefly out of 
income. Past accumulations of guns, 
ammunition, food and clothing formed 
only a very small part of what was 
used. Each year's activities during 
the war were devoted to the creation 
of what was needed. The war could 
be fought and was fought with the 
income of the years during which the 
war was carried on. 

Moreover, much of the accumulated 
capital that was destroyed would soon 
have passed out of existence in any 
case. With minor exceptions capital 
is quickly destroyed through ordinary 
use. Every well-managed corporation 
must maintain its depreciation re- 
serves—set aside each year a fraction 
of its income for replacement pur- 
poses. With a population able and 
willing to resume its activities, re- 


108 


covery can be and is remarkably 
rapid. Such capital as was destroyed 
could be replaced in a short time and 
much of it has been. Reconstruction 
has made remarkable progress. 

With this goes also the reminder 
that comparatively little of the war 
burden was shifted to a later gener- 
ation. The war was fought with the 
Income of the years 1914-18. Be- 
cause many bonds were issued and 
much inflation occurred, we find today 
that many governments, banks, corpo- 
rations and individuals have made 
very large promises, and many of 
them may find it impossible to keep 
their pledges. But for every debtor 
there is a creditor—somewhere. The 
burden passed on by the war is only 
to a small extent that of paying for 
the costs or losses of the war. There 
was a certain amount of destruction 
but a remarkable amount of resto- 
ration has already occurred. Our seri- 
ous burdens are of a very different 
kind. One is that of calming our 
fears of each other. Another is that 
of finding some way of adjusting 
certain badly arranged relation- 
ships between debtor and creditor. 
The existence of huge government 
debts does not mean that the world 
has not paid for the war. What it 
means is that during the war and in 
the post-war reconstruction period, 
some persons have been willing and 
able to buy bonds or have been forced 
to take paper currency. As holders 
of this paper they have large “claims 
on the community as & whole or on 
other individuals—claims that are 
very difficult and perhaps impossible 
to meet. This does not mean that 
the war has not been paid for, but 
merely that in the process of payment, 
now largely over, there have been 
brought into existence a mass of 
promissory notes, more than the 
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world has ever before seen and more 
than can ever be paid. 


OBSTACLES TO RECOVERY 


Obstacles to recovery have been 
numerous, but four may be singled 
out for special consideration, They 
are closely interrelated but may for 
convenience be presenied separately. 
First is the diversion of trade into 
entirely new channels. An article 
in this volume by Professor Mireaux ! 
brings out this difficulty very clearly. 
He refers to the havoc wrought by 
shifted boundaries—not political havoc 
but economic havoc. А division 
of labor had grown up, some sections 
furnishing others with food supplies 
and raw materials. "Trade, while con- 
stantly shifting in direction, had for 
decades followed certain  well.es- 
tablished routes. Those have been 
changed. New national boundaries 
have been created and barriers raised 
to the free movement of goods in the 
old channels. Former sources of sup- 
ply have been cut off and old markets 
destroyed. It would take а con- 
siderable period of time, under the 
most favorable conditions, for com- 
merce and manufacturing to recover 
their old volume under these changed 
conditions. But conditions have not 
been favorable. Nationalistic feeling 
is intense, tariff walls have been raised, 
some wars have persisted and others 
are constantly threatened. A densely 
populated area with a highly developed 
sectional division of labor and whose 
standard of living was dependent 
on a free movement of labor and com- 
modities is threatened with cold and 
hunger. Eastern Europe has felt it 
most but the area of intense suffering 
is making its way west with Germany 
next in the list. As yet, there is no 
force in existence strong enough to 
check this terrible movement. 


1 See p. 182. 
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Tug WorLo-Wrpe Economic Crisis 


A second factor is the great economic 
crisis through which the world has 
been passing. Before it came only 
& few heeded the danger signals and 
even a general realization that it was 
impending could have done nothing 
but slightly soften the blow. The 
war period with its prodigal waste 
and its monetary inflation had two 
weaknesses. One was that incompe- 
tence in business was not quickly 
eliminated and the other was the cre- 
ation of obligations (stocks, bonds 
and notes) in amounts entirely beyond 
the possibility of settlement. 

The crisis came—a recognition by 
many that the outstanding promises 
could not bemet. Liquidation follow- 
ed, going far in the United States 
and England where failures and read- 
justments were numerous. If other 
countries had done as much we could 
feel that the worst of the crisis is over 
and begin to work our way through 
the period of depression with more 
assurance. But, unfortunately, the 
leading countries of continental Eu- 
rope have not yet gone through this 
period of liquidation. Where statis- 
tics of business failures are available, 
they are below normal. It seems 
certain that the failure of many busi- 
ness concerns is overdue and that any 
fall of prices (or even stabilization 
where prices are still rising, as in Ger- 
many) will precipitate bankruptcies 
on a large scale. 

From the shock of such a crisis, 
Great Britain and the United States 
cannot be spared. They have, to an 
important degree, corrected their in- 
ternal problems, but the way is not 
clear for a forward movement on a 
sound basis. Unfortunately, this is 
not clearly perceived, especially in the 
United States, where we are at present 
going through a “boom” period which 
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rests on large bank reserves and an 
excess of optimism rather than on a 
healthy business recovery throughout 
the world. Our troubles are not over 
and the present upward movement is 
now progressing with unfortunate ra- 
pidity. If there is not a serious reac- 
tion it will be surprising and will be - 
in spite of the unsound situation in 
Europe. 


INTERNAL INDEBTEDNESS 


Throughout our chapters on special 
countries, we presented two sets of 
facts. One was the extent to which 
productivity had been restored. Ev- 
erywhere agriculture and manufactur- 
ing have made gains but everywhere in 
Europe they seem to have been 
definitely retarded, and, in many in- 
stances, stopped completely. Agri- , 
culture and some lines of manufactur- 
ing show а considerable amount of 
recovery but other lines are making 
less progress. This is especially true 
of iron, and steel and the other in- 
dustries that are closely identified 
with them, industries whose relation- 
ship to war and to large scale business, 
during peace, is particularly intimate. 
The closer the relationship to other 
lines of business, the greater seems the 
trouble. To this there are perhaps 
exceptions, but the more deeply in- 
volved that industries or countries 
have become in the world-wide division 
of labor, the greater the suffering in 
a time of crisis. 

But all of the countries mentioned 
and afl of their industries are also 
affected by the demoralization of 
finances. Wherever we could find 
Sufficiently reliable data we have 
found that the corporations have is- 
sued stocks and bonds to an amount 
far in excess of their ability, partic- 
ularly if prices should fall. Private 
financing is in a very weak position. 

Everywhere on the Continent the 
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commercial banks are facing serious 
problems. When we analyzed their 
reports we found that their deposit 
liabilities expressed in monetary units 
(francs, marks, etc.) had greatly in- 
creased but that when allowance was 
made for the higher price level their 
- deposits were in some cases less than 
pre-war. In France these deposits, 
as thus corrected, were at the end of 
1920 only 67 per cent of pre-war, in 
Germany 60 per cent, and in the 
United Kingdom 97 per cent. In Italy. 
however, they were 187 per cent.* 

These figures are for the end of 199€ 
and there may now be a change fo- 
the better, although it seems im- 
probable since so large a fraction o? 
the funds in each country have been 
demanded by government financing. 
More serious are the facts that the 
demand liabilities of the banks are so 
large a8 compared with the total assets 
and that the margin of safety for 
depositors is so slight. As was to be 
expected this problem is more acute 
in Germany than in the other cour- 
tries mentioned. 

'The central banks which perform nu- 
merous functions are caught betweea 
two demands, those of private business 
especially as presented through tke 
central banks, and those of their respee- 
tive governments. If a further crias 
develops, the demands on them for 
rediscounts will be increased. As 
government financing continues to pr2- 
sent difficulties, they are called upcn 
for aid in that direction also. 

How far this has involvéd the 
leading central banks is shown in the 
following statement, giving the per- 
centage of government securities loans 
and advances as percentages of total 
assets for three separate dates.? 


2 League of Nations, Memorandum on Car- 
rency, pp. 11 and 12. 

3 League of Nations, Memorandum on Central 
Banks, p. 23. 
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Leaping BaNxs—PEnCENTAGES OF GOVERN- 
AENT SECURITIES оғ ALL Types to Toran 








Bank of France......... 
Bank of Portugal 
Nationel Bank of Greece 
Bank of Italy.. ....... 











There are a few omissions in this 
table but the general picture is clear. 
The central banks are so heavily 
involved in government financing that 
for several of them there is no escape. 
Their ability to meet their own obli- 
gations is completely dependent on 
the state of government financing. 

But government financing is in a 
very bad condition. In Germany, 
we found it getting worse in every 
particular. In Italy, France and Bel- 
gium, deficits are each year growing 
less but they have not disappeared. 
Nor are there good reasons for ex- 
pecting them to disappear in the near 
future. In Belgium, the deficit will im- 
mediately increase if (or rather when) 
payments from Germany cease. In 
all three of these countries, debts, and, 
consequently, fixed charges are grow- 
ing. Floating debts are huge and 
becoming larger. If confidence should 
suddenly disappear, not only could 
additional amounts of securities not be 
floated, but outstanding issues as they 
mature could not be paid off by the 
offer of other bills in their place. It 
will mean default or reliance on the 
central banks for aid. There can be 
little dpubt as to what will be done. 
The central banks will give aid as did 
the Bank of Germany and with 
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similar results. There will be further 
issues of paper money, higher prices 
and more distress. 

How rapidly the difficulties are 
accumulating, we have stated for each 
country examined. How far it can 
go before the note issues will again be 
poured out freely in Italy, France and 
Belgium we do not know. We may 
be wrong in our belief as to the future 
but the tendencies are clear. How 
rapidly debts increased from 1920 
to 1921 in certain countries is shown 
in the following table:4 


ni 


principal, a total of less than 800 
bushels per annum. In ten years the 
mortgage could easily have been paid 
off. Unfortunately for him, prices 
fell after 1878. When wheat sold at 
$1.00 per bushel it took not 800 bushels 
but 1600 bushels per year to pay the 
debt. Many of us remember the 
failures, the foreclosures, the bitterness, 
the attempt to check the price fall 
through issues of paper money and 
by return to bimetallism. 

In Europe today the situation is 
sunilar, but far worse. Debts have 


CHANGES IN GOVERNMENT Dest FROM 1920 то 1921 


PERCENTAGE OF INCREASE 











PER CENT 

COUNTRY TNCREABB 
Switzerland.. ...  . ....... 7.70 
Norway.. 8 06 
Netherlands 8 23 
ау... ...  . 5. 11.90 
France......... ... 18.38 
Belgium ......... 16 98 


Tur Price LEVEL 


Conditions are maintained even 
as they are only because prices are 
being held at a relatively high level. 
If prices fall, debtors cannot meet 
their obligations. 

In the days immediately following 
our Civil War, prices were high not 
only in the United States but through- 
out the world: A western farmer with 
wheat selling at a high price per bushel, 
(say $2.00) did not hesitate to mort- 
gage his farm for $10,000 at 6 per cent. 
He was confident that it would take 
only 300 bushels of wheat per year 
to pay the interest and less than 500 
bushels per year to accumulate a fund 
to apply on the repayment of the 

4 League of Nations, Memorandum on Public 
Finance, p. XIX, 


Рив CENT 

COUNTRY теи 
Czecho-Slovakia.... 18 97 
Bulgaria. 18 47 
Denmark 22 67 
Greece.. 35 64 
Germany 51 42 





been freely contracted at a time of 
high prices. A decline in prices means 
failures—default on interest and, in 
time, repudiation of principal. Is 
there any possible way of avoiding 
the distress that such an outcome 
would bring and the shock to business 
that would follow it? Such a catas- 
trophe would make a further check to 
business inevitable. No matter how 
clear oyr vision nor deep our sym- 
pathies, the consequences would be 
serious. 

Unfortunately, it is hard to be 
optimistic. A fall in prices means 
wholesale bankruptcies. On the other 
hand, the present signs point to further 
inflation as the next step—a further 
rise in price to be followed ultimately 
by a collapse more serious than if it 
gcecyrred now, Stability seems im. 
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probable and doubtless it is impossible. 
In any case there is much to be gained 
by the speedy elimination of weak 
business. concerns whose continued 
existence is due solely to the delay 
in readjustments. 

One specific plan, and one only, has 
been put forward. We mean only 
one that has in it sufficient merit to 
warrant its presentation here. When 
political difficulties become acute, ош 
statesmen often seek relief in 2 
“formula.” A blow is often softened 
if a satisfactory name or phrase can be 
used to designate it. 

Such a formula has been proposed 
for Europe and is known as “devalu- 
ation." Our survey shows the im- 
possibility of debts being met by the 
payment (say in Italy) of lire of the 
pre-war sort. The lira is merely a 
lump of gold weighing 4.48086 grains, 
nine-tenths fine or pure. Promises 
in Italy are so huge and so involved 
that debtors cannot acquire sufficient 
gold or its equivalent to meet their 
obligations if each lira of the debt, as 
it now stands, is to be the same amount 
of gold as in pre-war days. Italian 
debtors are in & much worse position 
than the western farmer of our illus- 
tration. 

If, however, it should be decided 
not to attempt a restoration of the 
lira to the pre-war value (which wes 
the equivalent of 18.8 cents) but to 
stabilize it at some other level nearer 
its present value (say at 5 cents) 
there would be an important measure 
of relief. It is argued by many thet 
this is in effect a repudiation of prom- 
ises understood by many creditors to 
mean payment in lire of pre-wsr 
value. That is doubtless true brt 
many of them will, in any case, never 
receive what they have hoped foz. 
Moreover, even if we should ac- 
knowledge that this would be repu- 
diation, the shock would be lessened 
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just because a new word has been used 
to describe it. It may be camouflage 
but for a worthy end. Even camou- 
flage has at times much to commend 
it} 

However, there seems to be no prob- 
ability that such a device will be 
adopted. Even many experts oppose 
and it could not well be put into effect 
without a large measure of public 
support. The writer has made numer- 
ous inquiries on the point but the only 
sign of agreement has been that a very 
few experts have expressed a willing- 
ness to recommend the plan for their 
own countries in case other countries 
adopt it at the same time. This need 
not be expected at present. 


INTERNATIONAL INDEBTEDNESS 


The last phase of the problem we 
shall present is international indebted- 
ness. Hauge claims are held by certain 
countries against other countries. The 
Allies claim reparations from Germany. 
Some of them have advanced large 
sums to others and many of them are 
heavily indebted: to the United States 
Government. 

It is frequently argued that large 
internal indebtedness is not a burden 
on any country; that debts from one 
Frenchman to another or by govern- 
ment and banks to bondholders, note- 
holders and depositors is not a strain 
on the country; that settling these 
claims is like taking money out of one 
pocket to put into another. This is 
not entirely correct and for at least 
two reasons. One is that the collec- 
tion of these claims means a redistribu- 
tion of the income and may injure the 
country as a whole. Bondholders, 


5 Devaluation has been urged strongly by 
J. M. Keynes (Manchester Guardian Commercial, 
Reconstryction Supplement, Number One. p. 3, 
and by the Report of the Second Commission 
(Finarce) of the International Economie Con- 
ference at Genoa, April-May 1922. 
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for example, may gain too much at 
the expense of the taxpayers who are 
often not the same persons. 

The other reason is that the oper- 
ations involved are a heavy burden 
on the country’s financial machinery, 
as, for example, that of the government. 
Internal payments, say in France, may 
be transferring money from one pocket 
to another, but the amounts involved 
are so huge that many people question 
the capacity of the French Government 
to do it. In other words, the govern- 
ment credit is weakened. It probably 
cannot devise ways of reaching into 
one set of pockets—those of taxpayers 
—in order to get the funds to be put 
into the pockets of bondholders. 

But external payments, at least 
in outward appearance, present a 
harder problem. To an important 
extent, economic organization is along 
national lines and certain groups of 
people, say the Germans, living in an 
area known as Germany, are called 
upon to pay large sums to the people 
of another area. The task is twofold. 
The first is to devise a way of reaching 
into Germans pockets for funds to be 
transferred to French, Belgian, English, 
Italian and other coffers. The second 
is to transfer large quantities of com- 
modities or services from Germany to 
other countries. 

This means a sudden upheaval in 
the usual lines of trade, an adjustment 
so great as to be literally an economic 
impossibility. With time, with pa- 
tience and with clear thinking on the 
question, Germany could have paid 
large sums—how large the writer 
does not know. Estimates have been 
made from time to time but the po- 
tential economic capacity of every 
country is so enormous that estimates 
are difficult. Similarly, there is no 
reason to doubt the capacity of some 
of the other countries to make very 
large external payments if sufficient 
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time is allowed and if all conditions 
are favorable. 

But these qualifications are very 
important and are often ignored. 
The financial needs of certain credi- 
tor countries—notably Belgium and 
France, have been so acute that they 
would not wait and have been pressing 
their claims on Germany. Tax rates 
are high in England and the United 
States and the people of those coun- 
trie$ also are impatient. Time has 
not been allowed for the adjustments 
that would have increased the capacity 
of the debtor countries. 

Nor have other conditions been 
favorable. All, or nearly all, of the 
countries concerned, both creditor 
and debtor, were weakened by the war, 


‘and have been going through a severe 


economic crisis. Many have faced 
tariff barriers erected by the others, 
all must reorganize their internal 
finances and all have been affected by 
internal political difficulties and by an 
intense nationalistic spirit that has 
opposed concessions to other countries. 
Some also have economic problems 
of a persistent sort to overcome. We 
have noted these especially in Great 
Britain and Italy. 

Time, patience, and a very high de- 
gree of intelligence have been needed. 
But time has not been allowed to 
Germany and only the United States 
and Great Britain have exhibited much 
patience. A clear grasp of the eco- 
nomic intricacies involved either has 
been lacking or could not be utilized, 
As a result, economic capacity has 
improved but little among the debtor 
countries, and in some has positively 
declined. This has gone so far and 
become so serious that the creditor 
countries have more to lose by pressing 
their claims against the debtors than 
by compromising on them. It would 
be far better to cancel them entirely if, 
by so doing, trade could be revived. 
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It would be much better to have a 
readjustment of relations between 
debtor and creditor than a continuance 
of the present situation. Н present 
tendencies are not checked by drastic 
measures of some sort, conditions 
will become worse instead of better. 


THE PROBLEMS OF THE CREDITORS 


Our viewpoint thus far has been 
that of the debtor countries whose 
problems are so acute. But there is 
another phase of the question that 
is fully as important. Can creditor 
countries afford to collect? 

Reference is often made to the pay- 
ment by France of the indemnity 
to Germany in 1871 and to the prompt- 
ness of the settlement. The quickness 


and apparent ease of that enormous ` 


transaction is viewed by many as proof 
that Germany could now readily 
pay a much larger amount. Doubt- 
less the Germans could have done 
better had they been anxious or even 
willing, but the illustration from the 
war of fifty years ago is not a good one. 
That war was short and France was not 
economically exhausted. France was 
compelled to purchase German marks, 
or their equivalent, and could do so 
by selling her holdings of foreign 
securities and by a very great increase 
in her exports of commodities. In our 
chapter on Germany, we have noticed 
that these means are for the most part 
not available to Germany today. 

But did Germany gain by receiving 
зо huge a payment in so short a period 
of time? Probably not. Germany 
certainly suffered severely from the 
crisis of 1878 and during the depression 
that followed. The rest of the world 
also suffered but the indemnity paid 
by France did not ward off the crisis 
in Germany and many students be- 
lieve that France in the long run gained 
more from the payment than did Ger- 
many. 
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How can this be true? At first 
thought it seems impossible that a 
creditor might suffer through collection 
from a creditor. Are not payments 
of debts welcome? Do they not add 
to the comfort &nd prosperity of the 
persons fortunate enough to receive 
them? 

Two facts must not be overlooked. 
It cannot too often be pointed out 
that the economie world functions 
today th-ough a very highly developed 
division of labor. The capital of 
Lancashire, England is machinery 
built for the manufacture of cotton 
goods. The raw cotton is imported 
from other countries and highly skilled 
British labor using specialized ma- 
chinery changes the raw material 
into yarn and cloth. 

Next it must be remembered that 
payments by a debtor country must 
not only be transmitted in the form of 
goods and services but that payments 
are not general and vague. They are 
particular and specific. What Ger- 
many sends to England is not goods in 
general. It is something very definite 
and particular as, for example, cotton 
fabric gloves or optical instruments 
or dolls. Or, perhaps, it is an offer 
to carry wheat in German vessels 
from Argentine to Belgium at a lower 
freight rate than British vessels can 
afford. 

Put in this way, the paradox is ex- 
plained. British economic organiza- 
tion (like that of all other industrial- 
ized ccuntries) has become highly 
specialized. The appearance of Ger- 
man софоп goods in Great Britain to 
be sold there at low prices means that 
many British cotton manufacturers 
must face heavy losses. Some would 
doubtless shut down, many workers 
would Бе’ discharged and distress 
would increase. Given plenty of time 
and a willingness to make the changes, 
the British cotton manufacturers could 
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gradually adapt their capital and labor 
to other work. Changes of this sort 
are constantly taking place in the world 
but the more suddenly they come the 
greater the hardship. After they are 
over, the community is often better 
off than before. It is a question of 
balancing the long run gain against 
the immediate hardship. 

What does such a balancing of gain 
and loss indicate today? The amount 
of commodities (and services) de- 
manded by creditor countries from 
debtor cóuntries is so great that if de- 
liveries were possible and were imme- 
diately commenced, the effects on the 
creditors would be disastrous in the ex- 
treme. Failures would be numerous, 
unemployment and distress would be 
far, far greater than anything we have 
ever experienced. The immediate 
suffering would be very, very great. 

But how about the long-run gain? 
Here too, there is a difficulty. Pay- 
ments from Germany would continue 
for say thirty years and then abruptly 
cease. Immediately, another read- 
justment would be needed. 

These shocks are too serious. They 
mean price fluctuations, irregularity of 
employment and business failures. 
One of the greatest tasks of modern 
times is the introduction of more 
regularity into business. These pay- 
ments, if made as planned, would 
greatly increase the problem. Unless 
the transition can occur somewhat 
gradually it would be better to forego 
the payments altogether. 

Selfishness and shortsightedness has 
dictated the imposition of many high 
tariffs in the last few years but there is 
something to be said for the movement. 
Although they have not often been 
intelligently planned, they might be so 
arranged as to soften the shock of a 
transition period. The same may be 
said of the refusal of the Allied countries 
to accept all the ships offered by Ger- 
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many on ‘reparations’ account and of 
the attitude of England toward large 
deliveries of German coa] in the French 
market where British coal had formerly 
been sold in large quantities. 


Foon SUPPLIES FOR EUROPE 


Western Europe is today a great 
economic machine weakened by a war 
and then suddenly asked to function 
in a greatly altered manner. Added 
complications have been the creation 
of huge debts, wildly fluctuating price 
levels and demands that debtors make 
immediate large payments to creditors 
—payments that have to some extent 
been refused when offered.’ 

But, in the meantime, what about 
the dense population of Western 
Europe? Some of them are busy, as 
in Germany, but are seriously short of 
food. Others, as in England, are 
suffering from unemployment but the 
country is still importing as much food 
as in pre-war days. 

The United Kingdom, Germany, 
Holland, Belgium, Italy, France and 
others regularly import food. Their 
own crops are still below the pre-war 
level, and some, as Germany, have had 
unfavorable crop weather in 1922. 
At the same time, the usual sources 
of supply have failed, not because 
of the devastation of the war that 
ended in November, 1918, but because 
of forces, зоте of which were let loose 
by the war, while others are even more 
deep-seated. 

Eastern European supplies of food- 


stuffs are ропе, at least for the present. 


* One statement of the predicament is found 
in a protest of the Paris Chamber of Commerce 
against the Wiesbaden agreement, as quoted in 
the Economi: Review, February 17, 1922, p. 286: 
“although offering certain financial advantages, 
it (the Wiesbaden agreement) will only increase 
the disabilities from which certain French in- 
dustries are now suffering, it will diminish French 
production and offer a premium on German 
exports.” 
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One writer * declares that for Europe, 
excluding Russia, the average annual 
output of the years 1919-21 as com- 
pared with the average for 1909-13 
was less by 270,430,000 bushels of 
wheat, 242,910,000 bushels of rye, 
112,070,000 bushels of barley, 425,462,- 
000 bushels of oats and 110,230,000 
bushels of corn. He finds the expla- 
nation in the break up of the large 
estates and in the changed psychology 
of the European farmer. 

Whatever the causes, there is ground 
for grave concern. The dislocation 
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of economic life has brought tragedy 
to Eastern Europe. As yet the move- 
ment is not checked but is making its 
way westward. Austria is the most 
recent of the acute sufferers to come 
to our attention and unless the usual 
signs are not to be trusted, Germany 
is next. Our analysis has shown the 
weakness of still other countries. 
What steps have been taken to meet 
the peril and what progress toward an 
adjustment has been made? Finally, 
what is the position of the United 
States and what should be her attitude? 


Chapter IX 
ATTEMPTS AT SETTLEMENT | 


HE difficulties in the way of a 

settlement should not be mini- 
mized. Obstacles to an adjustment 
are psychological and political as well 
as economic. In fact a complete 
analysis would compel the wise men 
of the world to introduce all the 
“ologies” there are. Some of the 
forces at work are deeply implanted 
in human beings through ages of 
biological inheritance. Some are the 
result of political, educational and 


general social environments that are . 


themselves the product of decades, or 
centuries of development. Philosophy, 
race, religion, national aspirations and 
personal ambitions are involved. All 
the forces and influences that ‘affect 


the hehavior of human beings as indi-- 


™ viduals and as groups must be ineluded. 

That agreements have been hard to 
secure, that decisions finally reached 
have over and over again been brought 


7 Alfred P. Dennis, “Special European Repre- 
sentative of the United States Department of 
Commerce,” The Saturday Evening Post, August 
26, 192%. For a particularly good analysis, 
see also “Agriculture in Eastern Europe” by 
E. Dans Durand, The Quarterly Journal of Eco- 
nomics, February, 1922, page 169. 


up for reconsideration and that re- 
versals of policy have often occurred 
should not be surprising. That simi- 
lar harassing changes will occur from 
time to time in the future may be 
expected. Our leaders are remarkably 
like tke rest of us in their strong 
and weak points. Since they have 
accepted the responsibilities of leader- 
ship they must be held to account 
but our criticisms should be tempered 
by a realization of the difficulties of 
their tasks and by the certainty that 
no one could have evolved a solution 
that would have been generally ac- 
ceptab.e. 


Waar Has Been ÁccOMPLISHED 

A:survey of the post-war period is apt 
to be discouraging. Our preceding chap- 
ters ard the current news despatches 
encourage pessimism. Actually there 
are а Zew reasons for encouragement 
even though our general position may, 
on the whole, lack optimism. 

So mapy statements have been made 
of the work of the Peace Conference 
and of the other attempts at an ad- 
justment that we are not warranted 
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in giving many details here. This 
is particularly true of all but the most 
recent events, and we shall accordingly 
content ourselves with a brief summary 
of the earlier developments. 

More attention will be given here 
to the question of reparations than to 
other matters. It has been and still 
is the cause of much controversy and is 
inextricably bound up with the whole 
question of intergovernmental indebt- 
edness with which we are so vitally 
concerned. 

The Peace Conference did not de- 
termine the aggregate amount of 
reparations to be paid by Germany, 
but left the amount and the manner 
of payment to be determined by a 
body known as the Reparation Com- 
mission. After extended discussions, 
many of them acrimonious, the amount 
and terms of payment were embodied 
in an agreement signed by Germany 
in May, 1921. That agreement is 
still nominally in effect, although 
numerous modifications in its execution 
have been permitted. 

In preceding chapters, we have 
not raised the question of justice and 
shall not do so now. East of the Rhine 
there is a large body of intelligent 
people firmly of the opinion that the 
Treaty of Versailles and many other 
later decisions are grossly unjust. 
In France, Belgium and other coun- 
tries are many equally intelligent 
and conscientious persons who are 
quite as emphatic in their belief that 
the terms imposed upon Germany fall 
far short of what justice demands. 

Our concern at present is with 
these states of mind and with the 
economic possibilities. For over fifty 
years the French have been remember- 
ing the Franco-Prussian War. To 
this has now been added the hostility 
engendered by the recent conflict, 
bitterness over invaded and ravaged 
territory, fear that Germany may in 
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the future launch another attack, 
desperation over failure to receive 
expected reparation payments and 
alarm over financial problems. In 
Germany there is no such recognition 
of guilt as her conquerors insist upon. 
And yet if the writer’s observations 
during the last summer can serve as a 
guide, there is no bitterness toward 
most of the former foes. But toward 
the French and the Poles there is an 
intense and growing resentment. In- 
dignation at the large amount of 
reparations demanded, criticism of the 
costs of maintaining foreign troops 
in the occupied area, resentment over 
the presence of colored soldiers even 
when their conduct is not questioned, 
allegations that the League of Nations 
is merely carrying out the wishes of an 
imperialistic France,—these and like 
sentiments are the ones frankly ex- 
pressed. To say that many of these 
views on both sides are unreasonable 
is to miss their significance. Why 
should one expect the people of France 
and Germany to be reasonable today? 
Only to a small degree are any of us 
ever reasonable and it is a poor social 
scientist who proceeds on the assump- 
tion of rational conduct. 

M. Gabriel Hauotaux has recently 
written.! 


And, above all, calculations must take 
account of sentiments as sentiments must 
take account of calculations. These and 
those co-exist; man is the product of them 
all; that is why politics 1s so difficult an art. 
Н the politics of the present day is equal ___ 
to its Ifigh task, it must admit that eco- =“ 
nomic reasoning is not the only, or even 
the prmcipal determinant of its action; 
it should even distrust it; for the great 
weekness of economic metaphysics is that 
it has no soul, and lacking a soul, it locks 
Humanity. 


1“Economic Metaphysics,” Manchester 
Guardian Commercial, “Reconstruction in Eu- 
rope,” Supplement Number Two, May 18, 
1922, p. 66. 
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One does not assent to all of the 
above when he agrees that human be- 
havior is seldom the result of careful 
calculation. But to this concession 
he may add that one function of the 
economist is to indicate the price that 
must be paid when emotions control 
action. That both French and Ger- 
mans are today unreasonable may be 
conceded or even expected; that they 
will continue to be unreasonable may 
be assumed; that they may in time 
moderate their emotions as the con- 
sequences are more fully appreciated 
may be hoped. 


Tur Reparations AGREEMENT oF 
May, 1921 


Prior to the agreement of May, 
1921, estimates of the amount Germanz 
should, could or would pay werz 
numerous. Most of them were pre- 
sented by irresponsible persons ani 
many were fantastic. Some were 
worked out with considerable care and 
others were merely the expression cf 
the emotion (and in some cases the 
greed) of their authors. Usually, they 
were based on the belief that the total 
should be related to the damage 
charged against the Germans rather 
than to their probable capacity to 
make settlement. 

By May, 1921, feeling had moder- 
ated somewhat and the amount d2- 
manded was much less than mary 
had previously named. Germany was 
called upon to make two kinds of 
payments. The first was a cash paz- 
ment of 2,000,000,000 gold matks p2r 
annum and the second was & sum 
equivalent to 26 per cent of the valae 
of her exports. These payments were 
to be continued until Germany should 
have redeemed certain bonds with a 
face value of 182,000,000,000 gcld 
marks. 

These bonds all bore interest at the 
rate of 5 per cent per annum aad 
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called for an additional one per cent 
to be paid into a sinking fund for re- 
demption of the bonds by annual 
drawings at par. The bonds were 
divided into three classes, A, B and C. 
The A bonds amounted to 12,000,- 
000,000 gold marks, and were to be 
delivered to the Reparation Commis- 
sion by July 1, 1921. The B bonds 
amounted to 38,000,000,000 gold marks 
to be delivered to the Reparation Com- 
missicn by November 1, 1921. The 
C bonds amounted to 82,000,000,000 
gold marks and were also to be de- 
livered by November 1, 1921, but 
with this provision. Unlike the A 
and B bonds they were to be de- 
livere] without interest coupons at- 
tached and were to be issued by the 
Reparation Commission “аз and when 
it is satisfied that the payments which 
Germany is required to make in pur- 
suance of this schedule are sufficient 
to provide for the payment of interest 
and sinking fund on such bonds.” 

Several facts need to be noted. 
First is the total amount, the face value 
being 132,000,000,000 gold marks or 
about $88,000,000,000. The signifi- 
cance of this amount depends in part 
on its size and in part on the period 
of time during which the payments 
would be continued. The present 
worth of $38,000,000,000 to be paid 
at some distance in the future is far 
less than the face amount. 

The real burden is to be found in the 
annual payments which were to be 
2,000,000,000 gold marks plus an 
amount equivalent to 26 per cent of 
the German exports. This second 
item was apparently expected to 
yield about 1,000,000,000 gold marks 
per annum. Since the A and B bonds 
together totaled 50,000,000,000 gold 
marks {$12,500,000,000) the 6 per 
cent charge (5 per cent interest and 
one per cent sinking fund) would be 
3,009,000,000 gold marks ($750,000,- 


Western EUROPE AND THE UNITED STATES 


000). There was to be a cash pay- 
ment of 9,000,000,000 gold marks 
($500,000,000) so the remaining 1,000,- 
000,000 gold marks ($950,000,000) 
was clearly expected to be the yield 
from the tax on exports. As this 
tax was 26 per cent of the total, it 
was evidently anticipated that the 
exports would amount to almost 
3,850,000,000 gold marks ($960,000,- 
000). It also implied that there must 
be an annual balance of exports over 
imports sufficient to yield the total 
annual payment of 8,000,000,000 gold 
marks, except in so far as this could be 
met by surrender of property and by 
certain “invisible items” such as the 
earnings of the merchant marine. 
That such pgyments were impossible 
our analysis in Chapter V has made 
clear. 

A second feature of very great im- 
portance was the division of the bonds 
into three classes, A, B and C. Only 
the A and B bonds, totaling 50,000,- 
000,000 gold marks, were to be issued 
at once, that of the C bonds being 
postponed. This arrangement meant 
that in addition to the annual burden 
of 3,000,000,000 gold marks there was 
the possibility that an additional 4,920,- 
000,000 gold marks per annum (6 
per cent of 82,000,000,000 gold marks) 
would be demanded as soon as capacity 
to make larger payments was demon- 
strated. Needless to say this was 
not the sort of arrangement that would 
encourage payments of the first 8,000,- 
000,000 gold marks even had such 
payment been immediately possible. 

It is interesting to notice that the 
À and B bonds combined total 50,000,- 
000,000 gold marks or about $12,500,- 
000,000, an amount not far from that 
said to have been urged by the Ameri- 
can delegates at Paris and fom the 
calculations of J. M. Keynts. In 
fact, many critics have contended 
that at least some of the Allied states- 
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men at no time supposed that the C 
bonds would ever be issued. They 
could be included in the published 
announcements swelling the total to 
the impressive 18%,000,000,000 gold 
marks which was sure to bring the 
support of publie opinion, particularly 
in France, Belgium and England and 
at the same time conceal the fact that 
there had actually been & very great 
reduction in the demands on Germany. 

The illusory nature of these C 
bonds should not be forgotten and will 
be mentioned again. In the meantime, 
we may notice that the market value 
of the A and B bonds was slight. 
None have been offered on the market 
nor has Germany kept up her pay- 
ments as required by the terms of 
the agreement. 

What Germany’s actual capacity 
was it is not possible to say. All the 
estimates that have been made have 
been based on numerous assumptions 
such as the willingness of other coun- 
tries to take German exports. That 
she could not pay even the burden 
of the A and B bonds seems entirely 
clear when the facts presented in 
Chapter V are remembered. That 
she did not pay any large amount is a 
matter of record. 

Troubles developed rapidly. The 
A bonds were delivered by July 1, 
1921. Payments were scheduled to 
start as early as in May and were to be 
made from time to time as specified 
in the Treaty. A glance at the chart 
showing exchange fluctuations? shows 
that Germany's credit abroad weak- 
ened disastrously in the fall of 1921 
soon after payments were started. 
There had been a downward move- 
ment from March on but it had been 
slow until July when it became more 
abrupt, a low point of one and one- 
half per cent of dollar parity being 


1 Seo above, p. 15. 
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reached late in November. Whatever 
the cause the effect was startling. 
The lower the external value of the 
mark, the more paper marks it took 
to buy the gold marks demanded under 
the schedule of payments. This meant 
that the German Government must 
either tax or borrow to secure the funds. 

Germany’s government, after the 
war and the subsequent revolution 
was necessarily weak. Whether it 
did its best we do not know. That 
it made attempts and that it en- 
countered vigorous opposition are facts 
beyond doubt. The Wirth Govern- 
ment took the view that the demands 
were impossible of fulfillment but that 
the best way of demonstrating the 
fact was to make a sincere attempt. 
The opposition argued that it was bet- 
ter to refuse flatly. 

One difficulty was inevitable and 
created a vicious circle of troubles. 
Payments were due on certain dates. 
Additional taxes can be provided in 
any country only after the enactment 
of appropriate legislation and the 
creation of the necessary administra- 
tive machinery. This is particularly 
true if the taxes are of a new sort and 
not merely higher rates for taxes al- 
ready in use. These preliminaries 
take considerable time even under 
the most favorable conditions but 
conditions in Germany were all of a 
sort to encourage delays. In the 
meantime, payments could be’ made 
by the Government only by borrowing. 


—— No market, at home or abroad, could 


have absorbed so much by immediate 
saving, so borrowing from the banks 
was necessary and that meant inflation. 
We have already shown above the 
increase in note issues and govern- 
ment debt. But these meant inflation 
—in fact were inflation. 

Consider what this meant. In- 
flation meant higher prices internally. 
It meant that ordinary government 
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expenses went up by leaps and bounds 
and thus created budget deficits that 
had to be met by further loans and 
hence more inflation followed by still 
higher prices, larger deficits and more 
loans. Such a situation internally 
weakened German credit abroad and 
forced a further fall in German ex- 
change thus making it necessary for 
the German Government to acquire 
more and more paper marks with 
which to buy the gold marks needed 
for the reparation payments. How 
could tax legislation keep up with such 
a movement? Legislation to raise 
any given amount would be inadequate 
before its passage and far more so by 
the time it could be administered. 
By the time a forced loan (which was 
passed by the Reichstag in July, 1922) 
to raise 70,000,000,000 paper marks 
can become effective, the sum called 
for is entirely inadequate. It was 
planned in the spring of 1922 when the 
mark was worth about one-third of a 
cent. On November 2, the mark was 
worth about one fifty-seventh of a cent 
or only atwenty-ninth asmuch. Toac- 
complish the same result in external pay- 
ments as had been expected from the 
loan of 70,000,000,000 paper marks, a 
loan of over 2,000,000,000,000 would 
now be needed. How much will be re- 
quired a little later when these words 
appear, it is useless to guess. 

Before the end of 1921, it was clear 
that the payments as demanded could 
not be maintained and in January, 
1922, the Reparation Commission 
after the conference held at Cannes 
granted a provisional delay io Ger- 
many on the payments falling due on 
January 15% and February 15th. 
Germany was required to pay 81,- 
000,000 gold marks every ten days, 
the first payment to be made on 
January 16th. She was directed to 
submit to the Commission within 
a fortnight a plan for reforms or for 
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appropriate guarantees for her budget 
and paper currencies. Also she was 
invited to attend an economic con- 
ference at Genoa, the conference whose 
sessions started on April 10th, and 
lasted until May 19th. At this Genoa 
Conference, the question of reparations 
was excluded from the discussions 
in accordance with an agreement be- 
tween the British and French premiers 
held at Boulogne early in March. 

The German reply to the demands 
at Cannes was evasive but in February 
a provisional agreement was reached 
by which Germany was to make an 
annual payment of 720,000,000 gold 
marks in cash and 1,450,000,000 gold 
marks in kind, a total of 2,170,000,000 
gold marks. This may be contrasted 
with the agreement of the preceding 
May which called for an annual pay- 
ment of 3,000,000,000 gold marks 
in cash. In the meantime, the pay- 
ments of 31,000,000 gold marks every 
ten days were maintained. 

In March the Reparation Com- 
mission finally gave formal assent to 
a partial moratorium, the payments 
each ten days having hitherto been 
provisional and tentative. The assent 
was accompanied by a demand that 
Germany raise 60,000,000,000 paper 
marks in additional taxes; float an 
internal loan to balance her budget; 
stop the exportation of capital; make 
the Reichsbank independent of the 
Government; radically reduce ex- 
penses; submit to a system of super- 
vision through obligatory consultation 
with a committee on guarantees; 
and either to float an international 
loan or to make a levy on capital for 
reparation payments. To this Ger- 
many promptly objected, declaring 
it was impossible to raise the taxes and 
declining the suggestion of gwardian- 
ship by a commission. In the. mean- 
time, a demand from the United 
States that the expenses of our troops 
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in the occupied area (amounting to 
$241,000,000) be met from the German 
payments had created consternation 
among the European Allies. 

The Genoa Conference was held 
without appreciable effect other than 
that of getting former foes together 
in a conference and of forcing all con- 
cerned to face more definitely than 
before the economic realities in Europe. 
In informal discussions experts could 
frankly exchange opinions and agree 
on carefully worded reports but repa- 
rations and treaty revisions were 
rigidly excluded. The delusions were 
still adhered to and the conference 
adjourned with little to show for the 
time and effort expended. 

In June Dr. Walter Rathenau, 
German Minister of Foreign Affairs, 
was assassinated. The mark fell still 
more, and early in July Germany re- 
quested a moratorium on reparation 
payments for the remainder of 1922 
and all of 1928 and 1924. In June 
the Committee on Guarantees? had 
gone to Berlin for the purpose of in- 
vestigating carefully the condition 
of the German Government. Their 
report has not been made public. 

In reply to the German request for 
a moratorium, which was dated July 
12th, the Reparation Commission on 
July 18th contended that reparation 
payments had been “only one and 
not the most important of the causes 
of the present depreciation of the mark 
and that stability can only be defi- 
nitely reéstablished if the financial 
reforms which the Reparation Com- 
mission has for a long time demanded 
are immediately put into force." 

After an extended discussion and 
numerous delays, accompanied by 
many threats, the British and French 
premiers met in London early in Au- 
gust. The Conference was a failure. 

3 Established by the Reparation Commission 
under the.ngreement of May, 1921. 
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Further negotiations between the Rep- 
aration Commission and the German 
Government resulted, on August 81st, 
in the allowance of & moratorium on 
the August 15th and September 15th 
payments, a delay which may if 
necessary be extended through De- 
cember 31st. In lieu of the cash as 
due the Reparation Commission ac- 
cepts, “German Government six 
months’ treasury bills, payable in 
gold and guaranteed in such manner 
as may be agreed upon between the 
German Government and the Govern- 
ment of Belgium (to which power the 
payments have been ,assigned), or, 
in default of such agreement, by the 
deposit of gold in a foreign bank ap- 
proved by Belgium." 

These notes were delivered, Belgium 
accepting the guarantees offered by 
the German Reichsbank. One re- 
port has it that the notes thus guar- 
anteed were discounted at Swiss Banks. 
At the time this is written there is 
under discussion a conference to be 
held at Brussels in November to con- 
sider German reparation payments and 
inter-allied debts. Also it has been de- 
cided that the Reparation Commission 
is to go to Berlin for a conference with 
the leaders of the German Government, 
and it also is proposed to place German 
Government finances under the direc- 
tion of outside experts. 


CAUSES oF THE DIFFICULTIES 


Why should the Reparation Com- 
mission take such an attitude? At 
one time its orders to Germ&ny are 
exacting and stern—later it grants 
& moratorium, accepting in lieu of 
actual payment further promises from 
a government whose outstanding ob- 
ligations are so enormous that at the 
most only a small fraction of them 
can ever be met. 

The first difficulty of the Commission 
has been that it was entrusted with 
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the performance of an impossible 
task. How and why it was impossible 
our earlier chapters have expleined. 

Second is the fact that the Com- 
mission has never been free to exercise 
its own judgment in the solution of 
problems. It is not to be supposed 
that its able membership and its 
staff of skilled experts have been de- 
luded regarding Germany’s capacity. 
Behind the members of the Com- 
mission have been their respective 
governments, each with its own acute 
problems, some of which we have out- 
lined. Most acute have been those 
of France and Belgium, especially 
the former. These problems are ac- 
tually insoluble, at least in the usual 
sense of the word. Certainly the 
various governments will not be able 
to meet their obligations in monetary 
units of the old value. Harassed and 
tormented the governments have re- 
fused to face the unpalatable facts 
and have been driven from one un- 
fortunate position to another. 

In the meantime what is the ag- 
gregate of Germany’s payments on 
reparation account? 

Comparable statements are hard to 
secure partly because the same items 
are not always included. Then, too, 
the disputes are interminable over the 
value of payments in kind, especially 
deliveries prior to May, 1921. Per- 
haps the best that we can do is to 
present on page 123 without comment 
a statement prepared by the United 
States Unofficial Delegation on the 
Reparation Commission, dated August 
23, 1922. It gives the deliveries in 
kind and cash payments made by 
Germany from November 11, 1918, 
to May 81, 1922. 


REPARATION PAYMENTS AND THE 
DEBTS то AMERICA 


Among the proposals for settlement 
presented in Europe from time to 
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time are several that have taken into 
account our heavy claims and have 
proposed an adjustment in which we 
would be included. Three call for 
special comment. 

One was prepared in the spring of 
1922 and put forth by Sir Robert 
Horne, Chancellor of the British 
Exchequer. The essence of this plan 
was that it reduced the German 
liability to 110,000,000,000 gold marks 
and divided it into two parts—non- 
contingent and contingent. The first 
was 45,000,000,000 gold marks, the 
A and B bonds in the May, 1921, 
settlement less an allowance of 5,000,- 
000,000 marks for payments made. 
This sum was to he considered as 
still due and collectible from Germany. 
The remaining 65,000,000,000 marks 
was to be thought of as a contingent 
claim, i.e., it would be demanded only 
in case the United States pressed its 
claims against Europe. 

This plan at least had the merit of 
setting off the amount of the C bonds 
(slightly reduced) as different from 
the rest and of suggesting that their 
payment is to be considered doubtful. 
It was somewhat naive, however, 
in its assumptions. It seemed to be 
an intention to surrender something 
of value provided the United States 
would do the same. Eighty-two bil- 
lion gold marks would be forgiven 
Germany, partly by an outright re- 
duction of claim and partly in case 
the United States would be generous. 
But the United States has never ap- 
proved the impossible demands made 
on Germany, her representatives hav- 
ing all along favored a charge of no 
more than perhaps fifty or sixty bil- 
lion gold marks. It is hardly probable 
that we would be moved to an act of 
generosity by an offer of the Allies 
to surrender an utterly impossible 
demand that should never have been 
made. The gesture of sacrifice is a 


THE ANNALS OF THE AMERICAN ACADEMY 


weak one unless it indicates not merely 
the permanent elimination of the C 
bonds but a substantial portion of 
the A and B issues as well. 

Of course the intention may have 
been to suggest that our credits in 
Europe are as uncollectible as the C 
bonds but it is not probable that this 
was the meaning. 

Early in August, 1992, just before 
the conference in London between 
Lloyd George and Poincaré, there 
appeared in the “Petit Parisien" a 
proposal said to be in the mind of the 
French premier. France was to claim 
nothing from Germany except repara- 
tion for material damage, reducing 
the German liability to fifty billion 
marks (the A and B bonds again) 
provided that Great Britain and 
the United States renounce their claims 
against France. 

Finally we have the Balfour note, 
issued on August Ist by the Govern- 
ment of Great Britain and contending 
that Great Britain could not cancel 
the amounts due it from the countries 
on the European continent because 
it was feeling the pressure of the 
American Government for the amounts 
due there. The note was apparently 
a blunder and was very sharply crit- 
icized in the House of Commons and 
in the London press. 

All three of these proposals are in 
effect hints to the United States and 
emphatic ones at that. We are in- 
directly informed that we should can- 
cel or at least greatly reduce our claims. 
In the next chapter reference will 
again be made to the matter and the 
policy we should follow. Here we 
may observe that such action on our 
part would not solve Europe’s prob- 
lems. Little has been paid our govern- 
ment either in principal or interest 
and there is no prospect of immediate 


* Pall Mall Gazette (London), August 8, 1922. 
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payments except from Great Britain 
on interest account. 

This means that the strain on 
Europe to settle with us has thus far 
been a small one. The addition of 
our claims to the other obligations of 
the various countries has had a psycho- 
logical effect and tended to weaken 
their credit standing but that is all. 
The breakdown is due to very different 
causes, as we have endeavored to 
show. 


' Tug Horrron Siens 


At the beginning of this chapter 
reference was made to the existence 
of a few grounds for encouragement. 
In spite of their form and the un- 
fortunate manner in which they aave 
been presented, the Horne Plan, the 
Poincaré proposal and the Balfour 
note are hopeful signs. They indi- 
cate that common sense is gradually 
coming to the front and that the 
realities are being recognized. That 
the huge sums demanded of Germany 
cannot be collected seems to be real- 
ized. How the financial difficulties 
of the various governments can be met 
is not yet clear but the first step has 
been taken. This summer (1922) in 
Germany one impressive fact was the 
inability of the German leaders in 
government and finance to make any 
plans for the future. A little later 
the writer was in Paris, just at the 
time the German request for a mora- 
torium was received (on July 12). 
The striking thing was the inability 


* Even the English, although officially ready 
to begin payments, are not slow as private in- 
dividuals to suggest the advantages to us of a 
reduction. Seee.g. the address of the Honorable 
Reginald McKenna, former Chancellor of the 
Exchequer before the American Bankers’ Associ- 
ation in New York, on October 4, 1922. , Anyone 
who has recently been п Europe will report that 
many of the views he stated are very бошшоп 
and that they are not always expressed with the 
same amount of tact as shown by Mr. McKenna. 
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of French leaders to suggest a solution 
for the French financial problems in 
case Germany did not pay. 

From time to time since 1919 vari- 
ous remedies have been suggested. 
Stabilization of exchange, elaborate 
banking organizations and other de- 
vices have appeared one after the 
other. Last spring the Reparation 
Commission invited a group of widely 
known bankers, imcluding Mr. J. 
Pierpont Morgan from the United 
States, to report on the advisability 
of an international loan to aid Ger- 
many in her reparation payments. 
Fortunately the bankers refused to 
proceed unless the whole question of 
reparations could be brought up for 
consideration. This too aided in bring- 
ing the facts to the front. 

We must refer, but only briefly, 
to several attempts of a different 
kind. One is the famous Wiesbaden 
agreement signed in 1921 by Loucheur 
and Rathenau for their respective 
governments but not ratified until July, 
1922. A similar attempt at a direct 
payment in goods to Belgium is the 
agreement between the Reparation 
Commission and Herr Bemelmans 
representing the German Government. 

Stil more recent is the Stinnes- 
Lubersac agreement® and there is also 
an elaborate plan for the execution 
of publie works in France, the larger 
part of the labor and materials to be 
furnished by Germany.” All of these 
plans call foz direct deliveries of com- 
modities—for payments in kind. None 
of the projects have been carried far 


*Since this was written it is reported from 
Germany tha: the agreement has been cancelled. 

7 For an outline of this proposal see Commerce 
Reports, August 21, 1992, р 564. There are a 
number of different projects included, the total 
estimated cost being 18,419,000,000 francs. 
It is planned that Germany furnish at Jeast 
18,000,000,000 francs of this, 6,000,000,000 
francs in labor and 7,000,000,000 francs in 
materials, 
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enough for us to know how valuable 
they may prove to be. Their success 
is very doubtful but they at least mark 
a step in advance. 

Finally and most helpful of all are 
the evidences that the business inter- 
ests of France and Germany are 
gradually drawing together. Trade 
between them is of considerable size. 
Agreements of some kind have been 
reached between the dye interests of 
the two countries and in recent weeks 
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the papers have been filled with refer- 
ences to alliances between French and 
German industrial concerns. 

These movements are breaking down, 
or at least weakening the barriers 
created by the war. They cannot 
solve the acute financial problems 
of France but it is to be hoped that 
their influence will prevent the tragedy 
of a further invasion of Germany or of 
other violent measures that for a long 
time were so threatening. 


Chapter X 
WHAT SHALL BE OUR POLICY? 


Wit should be the policy of the 
United States toward Europe 
and its problems? We could perhaps 
assume an attitude of indifference were 
it not for the fact that our interests 
there are so large and our participation 
in European economic life inescap- 
able. 

There are two things that should 
characterize our attitude. One is that 
we should keep our discussions free 
from suggestions of self-righteousness. 
Europe's problems are difficult —much 
more so than ours. We would prob- 
ably show not a whit more ability than 
the British, the French, the Italians, 
the Germans and the rest if we were in 
the same situation. There is certainly 
very little in our present handling of 
our own problems to indicate our keen 
grasp of intricate economic and politi- 
cal questions. Too much of our advice 
has been offered with an intimation of 
our superior morality or mentality. 

On the other hand it is only fair to 
urge that our semi-detached position is 
an advantage, i in that it eliminates or 
minimizes considerations of self-inter- 
est that necessarily affect the view- 
point of a European. There are a few 
matters on which we can properly have 


clear cut opinions and give expression 
to them. 

Western Europe is, as we have seen, 
laboring under a combination of diffi- 
culties. One is an economic depres- 
sion of unprecedented severity. In so 
far as it is like previous depressions, 
time will do much to bring about recov- 
ery. Indeed some progress has al- 
ready been made. Second is the fact 
that this depression differs from others 
because it is a reaction from a period of 
inflation more extreme and more wide- 
spread than ever before known. Its 
effects are consequently more serious 
and more lasting than usual and un- 
fortunately liquidation is by no means 
complete. The real crisis has not yet 
been reached in Germany and perhaps 
not in several others of the Continental 
countries we have studied. If and 
when it comes the shock to England 
will be serious and we too will suffer a 
setback. 

Then there are the new boundaries, 
the intense spirit of nationalism, 
tariff barriers, threats of new wars and 
all the other uncertainties. How can 
we best help Europe and ourselves? 

First let us remember two conclu- 
sions that we have reached for Europe 
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and then apply them to ourselves. 
One is the entire impossibility of the 
large amount of outstanding obliga- 
tions ever being paid in monies of the 
old values. This applies first to in- 
ternal obligations in each country. 
Sooner or later this inability must be 
acknowledged. When that time comes 
defaults will be numerous unless in the 
meantime some such plan as “devalu- 
ation" is adopted to lessen the shock. 

But this inability to make payment 
exists also with reference to external 
claims. The European economic ma- 
chinery could not be readjusted to 
meet these demands for years to come, 
and probably will not be. For a time 
certain delusions on this point will 
persist but after a while they will dis- 
appear. Imports cannot suddenly be 
curtailed and exports (either of goods 
or of services) increased in order to 
make these payments possible. 

Our second conclusion was that the 
creditor countries cannot afford sud- 
denly to begin receiving large amounts 
of goods (and services) even if they 
could be furnished by the debtors. 
Time, and a long time at that, would be 
needed for the adaption of each coun- 
try’s internal organization to such a 
changed condition. 

What does this mean to us? If 
Germany cannot make the large pay- 
ments demanded of her how can we ex- 
pect that the twenty countries named 
in Chapter I of this study can sud- 
denly begin payments to us. How can 
we expect even the strongest of them 
to do it? England can do it chiefly by 
the diversion of income from other 
parts of the world and with very heavy 
strain. In some ways her problems are 
the hardest of all. Just as the creditor 
countries of Europe must in time rec- 
ognize the inability of their debtors, so 
must we acknowledge the inability of 
ours. ^ 

But what of our ability to receive 
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payments? France is in desperate 
financia] need. She has an enormous 
debt including perhaps 80,000,000,000 
francs spent on reconstruction in the 
devastated regions. Suppose Germany 
should assume liability for this sum and 
sendinto France each year about 5,000,- 
000,000 franes worth of miscellaneous 
goods in payment of interest and 
sinking fund charges on that amount. 
At the present rate of exchange this 
would amount to about $350,000,000 
per annum. Suddenly diverted to the 
French market, such a volume of goods, 
many of which compete with French 
products, would mean ruin to French 
manufacturers. Also it would drive 
out of the French markets many Amer- 
ican, British and other goods just as 
much British coal has already been 
driven out by German deliveries on 
reparation account. 

Suppose Europe were actually able 
to make these payments and we should 
attempt to take them. In what form 
would they come? Payments must 
be made as we pointed out in Chapter 
V either in gold, securities, services, or 
commodities. 

Gold we shall at once rule out. 
Europe cannot well afford to send us 
much more and we can even less afford 
to take it. The large amount we have 
is well known, our net increase in gold 
holdings from August 1, 1914 to July 
31, 1922 having been $1,697,299,000. 
In 1921 alone our net imports were 
$607,857,000 and in the first seven 
months of 199% they were $155,210,000 
a total of $899,567,000 in only nine-™ 
teen months. These imports are not 
needed and are aiding to bring about a 
higher price level. 'This makes our 
market a less desirable place in which 
to buy and cuts off our export trade.! 


1 One prominent English business man told 
the writer this summer that it was their delib- 
erate plan to divert to Ámerica week after week 
the entire gold output from South Africa, using 
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Securities if we should purchase 
them are not a payment at all but 
merely an acceptance of more promises, 
a further increase of the debt. Unless 
there is some reason to believe that 
Europe’s ability to meet debt charges 
can be increased more rapidly than the 
new loans make additions to the vol- 
ume of those charges such loans are 
of doubtful wisdom. Moreover Eu- 
rope’s finances are in so unstable a con- 
dition that further loans at present are 
exceedingly hazardous. If the funds 
were used in destructive ways, such as 
for more war, the hazard is clear. If 
used merely to bolster up an impossible 
financial situation, the day of economic 
collapse will merely be postponed and 
will be worse when it comes. Even if 
used for definitely productive enter- 
prises it is difficult and probably im- 
possible to avoid entangling the funds 
in the general financial situation. 
Unless and until Europe’s finances are 
stabilized on a basis that gives us as- 
surances of future security, further 
loans to her are not an attractive in- 
vestment. This is not a disparage- 
ment of her economic capacity or of her 
good faith, but a simple recognition of 
the existing financial chaos. 

Shall we accept European services? 
To some extent we are willing. We are 
glad to travel in Europe and are willing 
that certain Europeans, e.g., Italians, 
should work here for us, remitting funds 
to relatives at home. Such payments 
as these aid a little in spite of the many 
ignorant protests that it means sending 


~ "* money" out of the country und is, 


therefore, bad. But when it comes to 
such important items as the earnings of 
a merchant marine, America hesi- 
tates. Some at least contend that we 
want our own merchant marine and 





it to meet as far as possible the British debt 
charges to us. This he agreed was regrettable 
but necessary because of our unwillingness to 
take their goods. 
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even propose to subsidize it. Then 
many also urge that all true Americans 
should finance their business through 
our own banks and insurance com- 
panies. We are not here taking issue 
with any of these views but merely 
repeating opinions that are commonly 
expressed. So long as these opinions 
are held Europeans cannot make pay- 
ment to us by rendering services. 

This leaves commodities as the chief 
means by which payment can be made. 
Until about 1878 we ordinarily im- 
ported more merchandise than we ex- 
ported, the difference being possible 
largely because Europeans were willing 
to take our promises—our stocks and 
bonds. By 1873 European holdings of 
these became quite large and annual 
interest (and dividend) payments were 
considerable. Also we were traveling 
in Europe and allowing Europeans to 
carry our goods in their vessels. Pay- 
ments to them on these and other 
items made necessary an export bal- 
ance on merchandise account which was 
&bout $500,000,000 per annum just 
before the war. 

In a few short years we have bought 
back an important fraction of our secu- 
rities that had been held abroad and 
have accumulated a European credit 
balance of perhaps $14,000,000,000. 
We have built our own merchant fleet. 
At the same time we are insisting as 
never before that we desire to export 
large quantities of our goods. 

These exports must be paid for, not 
with gold, not with continued large 
purchases of foreign securities. Since 
for if) we refuse foreign services the 
payment must be with commodities. 
The larger the exports the larger the 
imports merely to pay for them. If in 
addition, payment even of interest on 
our foreign credits is to be received 
($14,000,000,000 at say 5 per cent) we 
must take extra imports to the amount 
of $700,000,000 per annum. 
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Can we stand the strain of such & 
sudden reversal of trade balance? By 
no means. The trouble is not the 
size of the amount. Given time for 
readjustment, the hardships would be 
lessened. In the end we would of 
course find ourselves better off, receiv- 
ing each year hundreds of millions of 
dollars’ worth of commodities produced 
by foreign labor and capital. We 
would be reaping the reward of the 
investor. 

A sudden reversal would be too seri- 
ous a matter. Even if all the govern- 
ment credits should be cancelled out- 
right the problem will be serious 
enough. In any case the cause of 
much of our favorable trade balance is 
gone. We have become a creditor 
country and sooner or later will have an 
import balance. Getting ready for 
that without the added burden of these 
intergovernmental payments will be as 
much of a strain as we are equal to. 

What does this mean as to our policy? 
We shall not collect these large debts 
nor even the interest payments on 
them to any important extent. Eng- 
land is the only country able to pay and 
we object to letting her do so with the 
services of her merchant marine and of 
her financial houses. We also object 
to her commodities, and have raised a 
tariff against them. For a time she 
can send in some goods (and gold) but 
probably not for very long. If the 
amount is small it will not be adequate 
for the payments due. 1f it becomes 
large our troubles will increase, our 
objections grow in volume and in vehe- 
mence and some way will be found to 
check the movement. So far as col- 
lecting these huge amounts is con- 
cerned, we could not if we would, and 
we would not if we could. 

Sweeping reduction or gerferal can- 
cellation of claims should come sooner or 
later and for reasons that are economic. 
Other arguments are often advanced 

10 


199 


but we leave their presentstion to 
others who are perhaps more impressed 
by their importance than is the writer. 
No matter how weighty they may be 
and no matter how much we shall be 
influenced by them in making our final 
decision, the economic reason is by 
itself sufficient. 

But how about the American tax- 
payer who had hoped for relief from 
his burdens when foreign governments 
began their payments? The simple 
truth is that he must give up any expec- 
tation of relief. If it came in the only 
form in which it could be offered—large 
shipments of commodities—he would 
not gain through a lightened tax bur- 
den as much as he would lose from a 
disorganization of our economic life. 
This will not be easy to understand and 
protests may be expected. 


Loans ro EUROPE 


Reference has already been made to 
the hazards involved in further loans 
to Europe. Particularly is this true of 
any proposal that we participate heav- 
ily in a great international loan to aid 
Germany in making reparation pay- 
ments.. This is overwhelmingly the 
case so long as the amount to be paid 
still stands at the sum named in the 
agreement of May, 1921, 182 billion 
gold marks less small amounts that 
have been paid to date. It is also 
true that no reduction in this amount is 
yet suggested that would really give 
rehef. European opinion is not yet 
ready for anything more drastic thar 
the cancellation of the C bonds. But 
the amount of the A and B bonds is 
more than can or will be paid and until 
there is reason to believe that our par- 
ticipation in a general plan of reduction 
or cancellation will mean real relief, we 
are justified in further delay. If the 
proposed conference is held in Brussels 
in November, 1992, or at any other date 
and if by that time assurances can be 
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given that the problem will really be 
faced, it is to be hoped that the United 
States Government will join in thedelib- 
erations. 

In the meantime what shall be done? 
One thing is to continue in every way 
possible our discussion of the question. 
Time is needed for our own education. 
Many Americans who have recently 
been. in Europe have not been trained 
observers and have received erroneous 
impressions. There are many, how- 
ever, who have been abroad wha have 
been able to understand. "Their inter- 
pretations will vary and their recom- 
mendations will not be unanimous but 
that is to be expected. To much that 
has been said in this paper objections 
may be advanced by other observers. 
But the important thing is to continue 
the discussion and as it goes on many 
ideas will be clarified, differences of 
opinion be adjusted and agreements 
reached. 

One thing more is important and 
that is the hardest. In fact it is sev- 
eral things closely inter-related. Our 
change from debtor to creditor status 
during the war has brought with it a 
host of new problems and we are bewil- 
dered by them. Europeans are a3 
critical of what they consider our mis- 
takes as we are of theirs, although the 
most thoughtful ones realize that it is 
a time for mutlal patience. 

As creditors, we must undertake new 
tasks, assume new responsibilities. 
International affairs have taken on for 

“us an increased importance, partly be- 
cause of great world changes and partly 
because of our own altered position. 
И our great merchant fleet is to be 
retained and not be the cause of dan- 
gerous friction with other countries, 
notably Great Britain, the greatest of 
care must be exercised. If we wish to 
develop our foreign trade as the pas- 
sage of the Webb, the Edge and other 
laws, and the efforts of our great De- 
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partment of Commerce seem to indi- 
cate then our attitude towards imports 
must be altered. Tariffs must be 
lowered—not raised. In some manner 
we must reach a decision on this point, 
and if goods are to be imported more 
freely, every preparation possible must 
be made for the shock. Even if our 
claims on foreign governments are 
reduced, the strain will be a hard 
one. 

Even harder, perhaps, is the prelim- 
inary task of altering public opinion. 
It is not necessary that all tariffs be 
abandoned but the lowering or removal 
of any is by no means easy. But re- 
adjustments there must be, and soon. 
So many unworthy causes have been 
advanced in the last few years by 
means of organized propaganda that 
any concerted movement is apt to be 
viewed with suspicion. This distrust 
already exists in connection with the 
proposal that the debts to our govern- 
ment be reduced or cancelled. It will 
appear also in connection with other 
proposals. Of each of them it is true 
that some groups will gain and others 
will lose. Only by pressing the needs 
of the community as a whole can this 
suspicion be overcome, 

This leads to the concluding remark 
that in the international settlements 
that we hope are just ahead, the same 
charges will be made. Thereduction of 
the demands against Germany will be 
to her advantage and will seem to in- 
jure others. Similarly, Europe will 
appear to gain and we to lose from any 
modification ofour claims. The growth 
of a British fleet seems to menace our 
trade and the increase in ours to reduce 
the British national income. A deci- 
sion to curtail our cotton acreage may 
seem to be our own affair but it vitally 
affects ‘millions of English people. 
A desiré on the part of Great Britain to 
control the route to India or of the 
Turk to satisfy national aspirations by 
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а return to Thrace, creates issues for us. 
After the recent great war, we know 
that our neutrality could not long be 
maintained if another conflict should 
begin. 

In the reaction against the last war 
there has been & bad setback for the 
cause of internationalism. Some of 
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its apostles may have been visionary 
but the same charge may be truthfully 
brought against many of its opponents 
who have called themselves practical. 
Problems of today are more interna- 
tional than ever before and the recent 
holocaust was the price paid for ignor- 
ing that fact. 


The European Crisis and the Peace Treaties 


By Proressor Emme Мтвелох 
Ecole Normale Supérieure and Société d'Etudes et d’Informations Economiques 


Ы HE Economic Consequences of 

the Peace,"— disastrous conse- 
quences, of course. Few phrases have 
been more widely re-echoed than this 
one, which the talent of Mr.' Keynes 
has made popular throughout the 
world. The peace has proved disap- 
pointing. Full of the remembrance of 
the past, men had conceived of her as 


the very picture of plenty and robust- - 


ness; like the old allegorical figures, 
her arms heavily laden with flowers 
and fruit. They had been waiting for 
her so long, they had been so ardently 
wishing for her return, that they have 
felt astonished at the pettiness of her 
gifts. They had looked forward to her 
generosity; she has behaved like a 
niggard. She has not brought back 
prosperity. Balked of their expecta- 
tions, men have begun inveighing 
against her. Post ‘hoc, ergo propter 
hoe. The peace has been made respon- 
sible for the economic distress that has 
followed upon her heels. 'The crisis 
has come to be regarded as “һе 
economic consequence of the peace.” 
The success of such a viewpoint is 
not surprising. What could better 
appeal to the delusions of all those who 
cannot reconcile themselves to the 
idea that our present straits are due 
to long-working deep-seated lasting 
causes, and who flatter themselves with 
the hope that, in order to cure all the 
ailments of Europe. nothing more is 
required than modifying a few texts by 
means of which unskilful wizards have 
cast an evil spell over the world. 
Whoever takes it for granted, how- 
ever, that a well-devised, or a better- 
devised peace would be able to re- 
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endow the European economic organ- 
ism with its pristine vigor, indulges in a 
strange conceit and singularly over- 
looks facts as they are. Though one 
almost blushes to recall so obvious a 
truth, one must not get weary of em- 
phasizing the true origin of the trials 
of the Old Continent. We are going 
through the economic consequences, 
not of the peace, but of the war. 

Of those consequences, by far the 
most important is the general impov- 
erishment of Europe. Even the 
lands which have least experienced the 
havoc of war, such as Germany or 
Great - Britain, have been shorn of 
some part of their live forces, and have 
had to draw on their capital for over 
four years. Whole tracts of coun- 
tries, not a few among the richest in 
the world, Belgium, Northern France, 
Poland, Galicia, Rumania, Serbia, have 
been laid waste. It was, therefore, 
a delusion to fancy that the enormous 
needs arising out of the destructive- 
ness of war were going, on the morrow 
of peace, to stir up a revival of activ- 
ity all round and to call forth an 
intensive movement of international 
exchange. While creating such needs, 
war destructions had, at the same 
time, done away with the means to 
satisfy them. A ruined land is a 
closed market. In the very ratio to 
the massof wealth thathad disappeared, 
exchanges of commodities were bound 
to become restricted. The deepest- 
lying cause of the present crisis is that 
the world nowadays possesses & pro- 
duetive *equipment that vastly ex- 
ceeds its reduced capacity of consump- 
tion. So lean has grown the body 
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that its armor hangs loose and weighs 
too heavily on it. 


War ALONE RESPONSIBLZ 


For this trouble, war, war alone is 
responsible. Whence does it come, 
then, will you say, that this trouble has 
grown worse in certain countries since 
the peace? Whence is it that Austria, 
Hungary, Poland, for instance, їп 1922 
are worse off than in 1919, some of 
them indeed in the depths of misery? 

First, it is because such & violent 
disturbance as the recent European 
upheaval cannot everywhere subside 
at the same rate, under the magical 
spell of the treaties. The mere sign- 
ing of them has not always proved 
sufficient; could not possibly always 
have proved sufficient to bring back 
actual peace. Even after they had 
been signed, war went on with its 
destructive work in several parts of 
Europe. Such has been the cese with 
Poland, which found itself compelled 
to settle by the law of arms the fate of 
its eastern frontier. Such has been 
the case with Hungary, where revolu- 
tion and civil war have carried on for 
months the mischief of foreign war. 
Such has been the case with Rumania, 
Jugo-Slavia, Czecho-Slovakia. which 
have had to keep their armies mobi- 
lized, with the Russian and the Hun- 
garian revolutions at their doors. 

People forget, moreover, that peace 
only made manifest the long-pro- 
tracted demoralizing process of the 
war. Under the influence of the war, 
the peoples had become used to living 
from hand to mouth, to spending 
money without any foresight. The 
true notion of the value of things had 
been wiped off in most minds. As 
long as war was going on, however, 
every nerve of discipline and Work had 
to be kept strained. The ‘moment 
peace came, they suddenly became 
unstrung. By a natural reaction there 
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grew up a general spirit of laziness, 
along with a taste for extravagant, 
improvident, often useless expendi- 
ture. The Western nations, as a rule, 
got over it pretty quickly. In Eastern 
Europe, there has been a more lasting 
demoralization. It is a fact that too 
many Eastern nations, while exerting 
themselves less, have gone on since the 
peace incurring an expenditure out of 
proportion to their resources, mortgag- 
ing the future in order to meet present 
requirements. 

Thus, both from the material and 
from the moral point of view, whole 
districts in Europe have remained, 
since the peace, the victims of war; 
and it is this long-drawn aftermath of 
the world catastrophe which has piled 
up more ruins on the top of those that 
had been heaped up by the catastrophe 
itself. 

We must, therefore, be careful not 
to lay to the account of peace the harm 
wrought by the war—a war which in 
too many places has too long gone on 
under the deceitful pretence of peace. 

When people write that reparations, 
such as have been provided for in the 
Versailles Treaty, are the root of the 
present woes of Europe, they are 
laboring under a singular optical de- 
lusion. They assume, at botlom, 
without saying it in so many words, 
that the Treaty has raised the problem 
of reparations. For our part, we 
think the raising of this problem is 
rather due to the laying waste of the 
wealthiest provinces of France and of 
a small stretch of Belgium by the 
armies at the front. The Peace Treaty 
has done nothing but decide that 
those destructions were to be made 
good, not by those who had suffered 
them, that is to say the French and the 
Belgians, but by those who had carried 
them out, that is to say the Germans. 
It has barely declared that those were 
to be made poorer who were chiefly 
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responsible for the impoverishment 
of all. For this impoverishment it is 
not a bit more responsible than is an 
expert for the amount of the damage 
he assesses, or a judge for the crime 
he punishes. 

Under such reservations (and most 
necessary they are), it could not very 
well be contended, however, that 
treaties which have upset the whole 
political map of Europe have been 
without any influence on the course of 
European economic life, and have not 
contributed their share to the present 
disorder. It was bound to be so. 


Principles oF VERSALLES TREATY 
Nor Есомомтс 


The guiding principles of the Ver- 
sailles Treaty and of its fellows were 
not economic principles. They could 
not be; nor are they to be blamed for 
it. It 1s not desirable that the ma- 
terial needs of men should ever hold 
Sovereign sway over the destiny of 
nations. It is quite legitimate that 
the authors of the peace should have 
considered, above all, moral and polit- 
ical factors, and that they should 
have aimed, before anything else, at 
restoring the rights of peoples and the 
peace of Europe. That is not to say, 
indeed, that economic requirements 
have been left altogether out of reckon- 
ing by them: the Dantzig and the 
Saar arrangements are sufficient evi- 
dence to the contrary. Yet it cannot 
well be denied that they held this class 
af considerations to be secopdary. 
While remapping central Europe, they 
have unquestionably disturbed its eco- 
nomic balance. If there has been such 
a thing as “Economic Consequences 
of the Peace,” they are to be looked 
for in this direction; the more so as 
such consequences are possibly not 
beyond remedy, and the remedy might 
be suggested by carefully going into 
them. 
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As a matter of fact, when statesmen, 
economists, manufacturers and busi- 
ness men think of the economie recon- 
struction of Europe, the natural proc- 
ess is for them to look backward, 
mentally to visualize the main currents 
of trade that used to run across it 
before the war, to measure the strength 
of those currents and finally to cast 
about for some means to restore them 
in their former intensity. 


Havoc ворант ву SHIFTED 
BOUNDARIES 


History no doubt never repeats 
itself. It is a wise thing, all the same, 
not to turn our backs deliberately 
upon the past. The economic recon- 
struction of Europe will, in the last 
resort, mean the setting up of a fabric, 
made out of both new materials and оѓ 
a number of old materials, where 
producers and business men will feel 
sufficiently at home. We shall ther2- 
fore be attempting no vain task, if we 
inquire in what way the shifting of the 
frontiers has modified the economic 
structure of Europe, and what dis- 
tempers have followed upon this traffic- 
disturbing surgical operation. 

In Germany—Germany has had 
large pieces cut off: her Polish provin- 
ces in the east, her French provinces 
in the west. Indisputably, the life of 
the German economic organism was 
closely bound to that of the whole 
world. Owing to her productive power 
and to the vigor of her commercial 
expansion, her activity was spreading 
beyond the boundaries of the Hohen- 
zollerns’ Empire and even of Middle 
Europe. Yet it was in her own terri- 
tory, such as defined by her political 
frontiers, that Germany used to find 
the essential elements of her prosperity. 
Those elements were twofold. Not 
only had the toil of her nationals 
known how to set to work upon her 
abundant natural resources; it had also 
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succeeded in setting up between the 
different provinces a close coópera- 
tion, in knitting the various parts of 
the Empire together into one single 
whole. Had the line of the new 
frontiers done nothing but make 
Germany smaller, diminishing the 
total amount of her wealth, the re- 
sulting economic disturbance would 
have been comparatively trifling. But 
it has done more: it has, in a cer- 
tain number of cases, destroyed the 
connection of the parts, dammed up 
well-established channels, broken the 
equilibrium of the whole. Of what 
precisely has this work of dissociation 
consisted? 

. The German exponents of the idea 
of “economic autarchy,” who were 
. dreaming, before the war, of making 
the Reich self-contained, its supplies 
depending in no way on the rest of the 
world, were only translating into the 
language of theory one of the funda- 
mental characters of the structure of 
their country, namely, the spontaneous 
division of labor between the rural east 
and the industrial center and west of 
Germany. As far as mere outward 
signs go, the Oder might seem to 
divide the Empire into two entirely 
distinct economic worlds: on the left 
hand, the land of the big towns, the 
freehold of the industrial magnates; 
on the right, the Prussia of agrarian 
Junkers, the low-lying plain entirely 
devoted to the cultivation of the 
ground. But, dissimilar as they were, 
and by reason of their very dissimi- 


larity, each lived for the other and: 


with the help of the other. Eastern 
and western Prussia, Pomerania, Pos- 
nania were the great granary of Berlin, 
of Saxony, even of Westphalia. West- 
ern industry, for many years, had 
become the only raison d'étfe of the 
agricultural wealth of the east. Not 
only did the millions of workmen con- 
gregated around its factories provide 
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a never saturated market, but from 
there did the huge landed estates of the 
east draw their machines, their potash, 
their chemical manures; Prussian agri- 
culture had become intensified, indus- 
trialized under the same impulse and 
after the same model. Both had 
thriven alongside each other, under the 
influence of a common stimulus. By 
breaking up the agricultural land of 
the east, by dividing it between the 
new Germany and the new-born Po- 
land, the Versailles Treaty has de- 
stroyed this solidarity. 

Though dealing with less extensive 
interests, the way in which the Treaty 
has sundered, in the west, the Lorraine 
and Saar metallurgical group from the 
Ruhr basin, has none the less smashed 
another vital piece of the German 
economic organization. As everybody 
knows, Germany, by the Frankfurt 
Treaty, had secured for herself in 1871 
the possession of the iron-ore deposits 
which were then considered the richest 
and the only ones that could be used. 
Ever since that time, it had been a 
deliberate policy to work this metallur- 
gical wealth in close conjunction with 
the coal wealth of the Ruhr. With 
but few exceptions, the steelworks 
erected on the Lorraine iron ore had 
been started by Westphalian manu- 
facturers in order to supplement their 
Westpnalian plant. With an output 
of pig iron, half-finished products and 
rolled material, they were mostly en- 
gaged in supplying the engineering and 
finishing works of the Ruhr. Thé 
Ruhr was their market. On the other 
hand, the Lorraine and Saar iron and 
steel industry could not have worked 


-without the coking coal and the coke 
' of Westphalia. Thus had an intimate 


connection, both industrial, com- 
mercial and financial, been developed 
between the two districts by the nature 
of things and the will of men. The 
handing back of Lorraine to France, 
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the setting up of the Saar territory 
have dislocated this system. 

At the same time, the loss of the 
Alsace desposits was upsetting the 
conditions of another German indus- 
try, and a most important one: the 
potash industry. A few years before 
the war, the discovery of those de- 
posits had come as a threat to the 
monopoly hitherto held over the world 
market by the Thuringian operators. 
The danger had been averted through 
the organizing of an official compulsory 
trust. The share to be produced by 
Alsace had been strictly rationed, in 
compliance with the interests of the 
Thuringian center. The Kalisyndi- 
cate, where the industry of central 
Germany: held a controlling vote, had 
taken in hand the whole policy, regu- 
lating production, allotting the amount 
of sales, fixing prices. At present 
Thuringia alone remains under its 
control, The Alsatian field, having 
become French, has recovered its 
&utonomy. Competition has taken 
the place of codperation. French 
potash and German potash are at war 
on the world market. When losing 
its hegemony, the German potash 
industry has most certainly lost one of 
the essential conditions of its pros- 
perity. 

Those are the chief pieces of the 
German economic machinery which 
the Versailles Treaty has twisted and 
put out of gear. They were too impor- 
tant for the effect of their disadjust- 
ment not to be felt as well outside the 
new frontiers of the Reich. In spite 
of all the precautions taken by the 
Peace Treaty, German bad will has 


been able, for instance, seriously to. 


hinder the coke supply of the Lorraine 
iron and steel industry. Again, even 
though it has been possible for the 
Alsace potash field, through the free- 
dom that has been restored to it, to 
work on & more extensive scale, Ger- 
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man competition has been so keen as 
to make its situation pretty awkward 
at times. 

In Ausiria-Hungary.—Even more 
than the dismembering of Germany, 
the destruction of Austria-Hungary 
was bound to disturb the general 
economy of Elurope. 

A paradox of political architecture, 
the Dual Monarchy was all the same 
a homogeneous well-devised economic 
fabric. Its political function in the 
Europe of old essentially was, through 
wonders of internal diplomacy, to keep 
in comparative peace and in an ever- 
threatened state of equilibrium a chaos 
of rival inter-locking nationalities. 
Such a miracle, one is entitled to as- 
sume, it would not have performed so 
long, were it not that it met an eco- 
nomic requirement. Contrasting with 
its political complexity, the simplicity 
of its economic build strikes one at 
first sight. Two groups of territories, 
an industrial one in the west, an agri- 
cultural one in the east, supplemented 
each other within its boundaries. 
Most of the industries in Bohemia, 
Moravia, Austria and Styria found 
both their natural outlets and their 
supplies of raw materials in Hungary, 
Galicia, Bosnia and Herzegovina; con- 
versely, the industrial centers of the 
west were the chief markets of Hun- 
garian corps, Galician oil and Galician 
pigs, Carpathian and Transylvanian 
timber. Inside each group, again, the 
different provinces had become united 
by close ties. The Czech textile 
industry, for instance, used to work up 
the raw material supplied by Vienna, 
which in its turn sold the manufactured 
article; from Hungary, Galicia would 


. buy the wheat and flour she lacked. 


A continual process of mutual ex- 
changes,*made easy by the fact that 
there were no customs barriers, made a 
living unit out of this conglomerate of 
rival, ill-assorted nationalities. 
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Their unity found its expression in 
the preponderance of Vienna, not 
unchallenged indeed as a political 
capital, unchallangeable as an eco- 
nomic capital. A town of two million 
inhabitants, a big railway junction, 
& stage in the Danube navigation, 
Vienna was one of the chief European 
markets, a distributing center admi- 
rably located on the fringe of the 
Balkan world. Its radius of action 
stretched as far as Salonika and Con- 
stanza. Its old banking experience 
made it the financial regulator of the 
whole economic movement in South- 
Eastern Europe. The break-up of the 
Dual Monarchy and the multiplica- 
tion of state boundaries henceforth 
prevent it from doing the duty for 
which its long specialization had per- 
fectly fitted it. From a center of 
life, it has thus been turned into a 
breeding-place of economic disease. 

The peace has done nothing but 
seal the destruction of the Austro- 
Hungarian State, which had become a 
political impossibility. It would have 
done wisely, no doubt, not to sunder 
ruthlessly the economic connections 
that had grown out of this long exist- 
ence. The solidarity of a system 
several centuries old cannot be dis- 
solved without every one of the mem- 
bers thus separated experiencing seri- 
ous disturbances. Every one of them, 
at this time, suffers from this brutal 
parting, and the whole of Europe 
unquestionably suffers along with 
them. In order to reconstruct, it will 
be necessary again to make into one 
economie body what has been dis- 
membered politically. 

In Poland—It is a re-jointing of 
this kind which the makers of the Peace 
Treaty seem to have achieved on the 
borders of the Eastern world. By 
resuscitating the Polish State, one 
would say at first sight that they have 
called to life a perfectly sound eco- 
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nomic organism. The union of what 
used to be Russian Poland, an indus- 
trial tract to which has been added the 
larger part of Upper Silesia, with 
agricultural Posnania and Prussia and 
with Galicia which produces raw 
materials, makes up a unit which, one 
would think, contained within itself 
every possible element of equilibrium. 

But let us look back and ascertain 
what sort of life was that of the various 
parts of present-day Poland when they 
were separate. 

One fact strikes us at once, pregnant 
with ominous potentialities: the three 
essential components which at present 
make up the economic framework of 
the new state were, from the point of 
view of economics, with political and 
customs barriers between them, as 
strange to each other as any neighbors 
can well be. Each was deliberately 
turning its back on the others. 

The industry of Congress Poland, 
its main source of wealth, chiefly 
depended on the Russian market. 
From 1910 to 1912, the total exports 
of Congress Poland have been estima- 
ted at 1,800 million gold francs a year; 
of those polish exports, 90 per cent, 
that is to say, 1,600 million francs, 
went to Russia, 1,400 million of which 
consisted of manufactured articles. 
About the same time, the annual value 
of industrial production in Congress 
Poland was stated to be 2,800 million 
francs. Thus Russia alone took in 
more than one-half of the Polish 
industrial output. 

It was Germany, on the other hand, 
as already pointed out, which consumed 
the major part of the agricultural 
production of Greater Poland, 1.е., 
Prussian Poland. Railway consign- 
ments have made it possible to calcu- 
late roughly the volume of business 
Posnanian agriculture used to carry on 
with the remainder of Germany. It 
is considerable. About 1907, in Pos- 
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nania, the excess of the sales over the 
purchases of cereals and milling prod- 
ucts amounted to 4,820,000 quintals. 
In 1900, the city of Berlin alone bought 
100,000 head of cattle and 747,000 
swine of the Posnanian breeders; 
Silesia, 42,000 cattle and 132,000 swine; 
Saxony (kingdom and province), 17,000 
cattle and 197,000 swine. Posnania 
exclusively worked for the German 
market, borrowing one single item from 
Russian Poland, to wit: agricultural 
labor. 

As regards trade relations between 
Russian Poland and Austrian Galicia, 
they were practically non-existent. 
In 1911, Galician sales in Russian 
Poland amounted to 65 million francs 
only, purchases to 64 million. The 
whole stream of Galician commercial 
activity was flowing towards the other 
Austrian provinces, Hungary and Ger- 
many. From Hungary alone, Galicia, 
whose agricultural production did not 
cover her own. needs, had to get 2,500,- 
000 quintals of flour; the 250 to 800 
million francs’ worth of cloth ‘she 
imported came from Bohemia, Aus- 
tria and Germany; to Germany and 
Austria, the hundreds of thousands 
of workmen went to work whom 
she exported every year in order to 
make good the deficit of her trade 
balance. 

Present-day Poland, therefore, is 
nothing but a juxtaposition of groups, 
ethically connected indeed, but which 
have been kept apart so long that they 
have become accustomed to live along 
divergent lines. Economically’, she 
is a potentiality, not an actuality. 
In order to go on living in a normal 
way, it would have been necessary for 
each of the component parts to remain 
in close touch with its former associ- 
ates. As ill-luck would have it, on the 

' contrary, Poland around her cradle has 
found nothing but inimical feelings. 
Is it to be wondered at, that, under 
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such circumstances, her rehabilitation, 
rather say her organization, should 
have proved so difficult a task? 

The problems that are raised by the 
existence of rejuvenated Poland loom 
in a particularly anxious light when you 
ponder on the future that may be in 
store for Polish industry, the economic 
backbone of the new state. That 
industry used to thrive on her union 
with Russia, where one half of her 
production, as we have seen, found its 
outlet. Western Europe was com- 
pletely closed to it. Before the war, 
Germany bought of Russian Poland a 
mere 100 million francs’ worth of 
commodities a year, mostly agricul- 
tural produce, selling her in return over 
700 million worth: some raw materials 
and a large quantity of manufactured 
articles. 

Thus the office of Poland in the 
European economic system was a 
clearly-defined one: a market for Ger- 
man industry, she in her turn poured 
her own products into the empire of 
the Tsars. What profits she made in 
the Russian market, she spent buying 
in Germany. She was the main stage 
in the great commercial way leading 
from Western centers of production to 
Russian centers of consumption. That 
was her essential function. That is 
the function she is no longer able to 
fulfil at the present day. Revolution 
and anarchy have shut off the market 
on which she used to depend; they have 
dried up her chief source of income. 
The same blow has stopped the big 
commercial current that used to flow 
from Germany toward Kien and Mos- 
cow, no doubt for many years to come. 
Not a few European conferences will 
meet, in all likelihood, before it is re- 


“established. The collapse of Russia 


has for many a long day done away 
with ong of the essential elements of 
Polish life and of Central European 


prosperity. 
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CONCLUSION 


Such are the obstacles which the 
changes in political geography have 
thrown across the normal trade cur- 
rents with which the organization of 
pre-war Europe had made business 
men familiar. 

Were it not altogether useless to ply 
the authors of the Peace Treaty with 
retrospective criticism, one might say 
theirs has been a sin of omission rather 
than of commission. They have been 
anxious to set the people free and to 
found peace on right; the conscience of 
mankind would not have allowed them 
to do otherwise; there are times when 
it is proper to philosophize before liv- 
ing. Yet at the same time they have 
now and then omitted closing and dress- 
ing the wounds they had inflicted 
while carving into the European body. 
They might have kept some of the 
arteries where life-blood was circulat- 
ing more widely opened. They have 
done it in certain cases. Perhaps it 
would have been necessary to supple- 
ment the Treaties where the political 
status of the new Europe was being 
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laid down with a complete set of eco- 
nomic agreements. 

This duty, which has been almost 
entirely left over by them to their suc- 
cessors, the great Genoa Conference 
could have shouldered, and perhaps 
could have made a success of it. It 
could, by international arrangements 
with regard either to customs or traffic, 
have attempted to lower the gates that 
interfere with inter-European trade. 
Treaties of commerce, credit, labor, 
calculated to restore the equilibrium 
that has been destroyed, ought to have 
been prepared or even worked out 
within its precincts between the 
younger states and the older ones as 
well. Private international agreements 
could have been adumbrated there, in 
a friendly atmosphere, between pro- 
ducers of all sorts, so аз to draw to- 
gether again the bonds that have been 
snapped by the war or by the treaties. 

We have good reason to think that 
such was indeed the reconstruction 
program of France, a modest one per- 
haps, but on positive lines. The Con- 
ference has chosen, instead, to strike 
a different path and stumble there. 


The Indemnity for Reparations 


By CHARLES GIDE 
Professor of Social Economics, Collège de France, Paris 
Translated by Р. Rez Crawford, A. M., University of Pennsylvania 


ORALITY teaches us that, when 

we are disputing our rights with 

an adversary, the surest criterion, by 
which we may know whether we are 
right or wrong, is to put ourselves in 
his place! I have always striven, 
when I speak to my fellow-country- 
men, to persuade them to put them- 
selves in the place of the Germans, 
but, when I write for foreigners, I 
should like to invite them to put 
themselves in the place of the French. 
Now, I ask them to consider this. 
Let us set aside the question of political 
and social responsibilities for the war 
and consider nothing but the facts. 
During more than four years, France 
saw the richest part of her territory 
invaded and devastated to an extent 
that only those who have visited 
these regions after the war can realize. 
There are Germans who have seen 
these ruins and who, like our colleague, 
M. Adolf Müller, professor of Собрега- 
tion at the University of Berlin, have 
not been afraid to confess publicly the 
shame which they felt at the sight. It 
is not, as has been claimed, a question 
of destruction inseparable from all 
military operations, such as that result- 
ing from bombardments: it is a 
question of systematic acts of de8truc- 
tion, organized in accordance with a 
deliberate plan, directed by technicians, 
in conformity with official instructions, 
which have been found and published: 
mine-shafts filled in and flooded; 
factories all of whose portable parts 
were carried away to be set up again 
in Germany; all the models of manu- 
factures carefully removed; all the 


cattle and agricultural machinery also; 
all the fruit trees, yes, the innocent 
apple, peach, and plum trees, cut 
down—altogether an admirable piece 
of work, considered as satanic work, 
executed with the sole end of killing 
French industry and agriculture for 
ten years, and which has attained its 
object perfectly. 

The Germans, contrary to their 
expectations, lost the war. And do 
vou know why, in November, 1918, 
they hastened to accept the capitula- 
tion? Because they wished at any 
cost to prevent the entrance of the 
allied armies into their territory, be- 
cause they feared, and not without 
reason, that they would in their turn 
have to submit to the same sort of 
r&vages which they had committed 
against us! 

On the morrow of the victory, what 
was demanded of them? I am not 
speaking of the political clauses of the 
treaty of Versailles, which may give 
ground for just criticism; I have here to 
speak only of the reparations. Was any 
claim laid to a penal indemnity, such 
as that which the Germans inflicted on 
France in 1871, requiring an indemnity 
of 5 billion francs, whereas their war 
expenses had not exceeded 1,500 to 
1,600 million francs, thus realizing a 
gain of 3,500 million, or a profit of 230 
per cent? By no means. Were they 
even asked for the reimbursement of 
the expenses in the war? Not even 
that, becguse it was recognized that 
they were so enormous that it would 
be impossible for Germany to pay 
them. The victorious countries limited 
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themselves to demanding reimburse- 
ment for damage to property and 
persons. 

Supposing then that Germany should 
pay the entire 182 billion gold marks, 
the figure at which, after successive 
reductions, the amount of the indem- 
nity has been fixed (of which 52 per 
cent is for France). France wou'd 
still remain charged with all the war 
expenses, a capital sum of 180 billion 
francs, plus say 10 billion francs an- 
nual interest, without counting the 
1,500,000 lives sacrificed, which are 
not included in the amount of the 
indemnity but which, however, rep- 
resent a considerable number of 
billions. 

These are the facts. And now we 
read in the German papers, and even 
many times in the papers of our friends 
(as, for example, from the pen of M. 
Morel, the secretary of the Union 
Democratic Contract, or from that of 
M. Nitti, the Italian ex-minister) that 
France is acting like a Shylock who 
wishes to cut a pound of flesh from the 
body of Germany, or like a Minotaur, 
that she has no other aim than to 
enrich herself at the expense of Ger- 
many, while condemning the latter and 
her children and grandchildren to 
perpetual hard labor. Or аз the 
Berliner Tageblatt says, in more face- 
tious terms, that she demands “a fat 
pullet stuffed with truffles to take the 
place of a hen.” How could even the 
least nationalistic Frenchman avoid 
a legitimate feeling of irritazion? 

Let us nevertheless strive to avoid 
this irritation and examine in a spirit of 
moderation and justice the arguments 
which are opposed to the claims of 
France. I say of France, for, curiously 
enough, she is practically the onlf 
country to be taxed with injustice, that 
of her Allies being scarcely discussed. 
Doubtless her claim is the largest, but 
is that her fault? 
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1. Is the Indemnity Legitimate? — 


There is first an argument of equity. 
Germany, it is said, owes nothing, be- 
cause it is not she that is responsible for 
the war; it is Russia, or even France. 
Article 221 of the Treaty of Versailles, 
which registers the confession of Ger- 
many’s responsibility, is an abominable 
lie, imposed upon the vanquished by 
force. It must be erased, and that 
article, which is the keystone of the 
arch of the Treaty, being suppressed, 
the whole Treaty collapses. 

But I think I should set aside that 
argument as not being pertinent. 

Yes, the incorporation in the Treaty 
of Versailles of article 221 is a shameful 
abuse of power, more injurious to the 
victor than to the vanquished, for, even 
supposing it were demonstrated that 
the responsibility was entirely Ger- 
many’s, justice no longer permits— 
since the mediaeval procedure and con- 
fession by torture have been abol- 
ished—forcing the guilty to declare 
himself guilty. But, supposing article 
92] suppressed, as I should like to see 
it, the other clauses of the Treaty, good 
or bad, and notably that relative to the 
indemnity, would not be at all de- 
stroyed by the omission. For it is not 
as a penalty that this indemnity is 
claimed. It is not even by virtue of 
the rights of war, although that is rec- 
ognized by the Germans first of all, in 
accordance with which, in war as in 
gaming, he who, loses pays the stake. 
No, it is by virtue of that principle of 
civil’ right, proclaimed in the legisla- 
tion of all countries, that whoever has 
inflicted a loss by his act, even though 
it were not by his fault, must make 
it good. I do not think that anv 
honest man in Germany can contest 
such a principle. It is then use- 
less to insist further upon this first 
point. 


142 


9. Is the Indemnity Exzaggerated?— 


Reparation is thus due. But, it is 
said, the figure fixed is exaggerated, for 
in the first place it ought not to include 
the amount of the pensions, and, more- 
over, the amount of the material dam- 
ages has been given an unduly high 
valuation. I admit that these two 
objections are in part, at least, well 
grounded. 

So far as the war pensions are con- 
cerned, it is indisputable that they 
were excluded from the fourteen points 
of President Wilson, for they had in 
view only the losses suffered “by the 
civil population.” It is true that 
President Wilson changed this opin- 
ion, since he agreed, although not with- 
out acrimonious discussions, to sign 
the article of the Treaty of Versailles 
imposing the payment of the pensions. 

Nevertheless, the Germans having 
laid down their arms only upon the 
solemn promise made by all the Allies 
that the points of President Wilson 
should serve as a basis for the Treaty of 
Peace, it is my opinion that they are 
justified in maintaining that we did 
not have the right to revoke that con- 
cession, and that, consequently, the 
amount of the capitalized pensions is 
to be deducted from the total of the 
indemnity. Now, that is not a small 
matter, for they represent nearly two- 
thirds of that total, about eighty bil- 
lion gold marks! 

But, of course, France can consent 
to that deduction only on condition 
that all the Allies also consent to it. 
Now, for the Allies, England, the Do- 
minions, the United States, even Italy, 
it is Just the pensions which constitute 
almost their whole claim upon Ger- 
many. Are they disposed to renounce 
it? It seems that they are not. 

If, by the suppression of the pen- 
sions, the amount of the indemnity is 
reduced to the reparation of material 
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damage, then France and Belgium are 
left practically alone,! about nine- 
tenths for France, one-tenth for Bel- 
gium. The result would then be that 
France would scarcely lose by this re- 
nunciation, for it would assuredly be 
better for her to get 90 per cent of a 
realizable 50 billions, than 52 per cent 
of a problematical indemnity of 132 
billions. That is why the solution 
already recommended by Keynes, and 
which then roused the indignation of 
the French, would today be willingly 
accepted; and, according to the latest 
news, M. Poincaré himself seems to 
favor it now. 

There remains the question of mate- 
rial damages. Professor Keynes, in his 
celebrtaed book, declared that their 
valuation had been scandalously ex- 
aggerated, and, by a series of counter 
valuations, he reduces it to eighteen 
billion gold marks. We do not believe 
we will be suspected of partiality in 
this question, for we were the first, we 
believe, to point out the exaggeration 
of certain of these valuations, and Mr. 
Keynes even cited our evidence. But 
still the reduction made by our emi- 
nent colleague appears to us much ex- 
aggerated in the other direction. 

Indeed, the question is not to ascer- 
tain what was the value of the houses 
or factories destroyed, but rather what 
has been or will be the cost of recon- 
struction. Now, this cost has been 
tremendously increased, not only by 
the depreciation of the franc, but by 
the enormous disproportion between 
supply and demand, for building ma- 
terials as well as for labor. The entre- 
preneurs and the workmen themselves 
have cynically taken advantage of this 
situation. The result is that a house, 

1 Italy, too, and especially Serbia, have suf- 
fered enormous damages, but their claim would 
have to be pade against Austria and Hungary. 
At any rate, a small part hes been reserved for 
Italy in the claim upon Germany. 
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which at the time of its destruction was 
really worth from 15 to 20 thousand 
francs, has cost more than 100,000 
francs to rebuild. 

Nevertheless, it appears to us just to 
admit that the unduly large gains re- 
alized by these profiteers should not be 
charged to Germany, for they might 
have been avoided by simply accepting 
the proposition of Germany, namely, 
to leave the execution of the repara- 
tions in her hands. 

There would then be a further dim- 
inution to be made of the amount of 
reparations, but it is very difficult to 
calculate it. If we estimate the cost of 
reconstruction at 150 billion francs 
(80 are already paid), including the 
interest on advances already made or 
to be made, and if we deduct 20 per 
cent for unduly large profits, the figure 
would be reduced to 120 billion paper 
francs, or about 40 billion gold marks.? 


8. Ie it Possible for Germany to Pay?— 


But, it is said, even reduced to this 
figure, the indemnity still exceeds Ger- 
many’s power of payment. And not 
only the German economists, but the 
most eminent economists of the other 
countries, like professors Keynes and 
Cassel, attempt to demonstrate this 
impossibility. 


з] is to be remarked, moreover, that it is 
impossible to know what will be the rate of ex- 
change between the gold mark and tbe paper 
franc six months from now, much less in 30 years! 
H, then, it is agreed today that Germany shall 
pay us 80 years from now 40 billion gold marks in 
payment of 150 billion francs expended, it may 
very well happen that in 10 or 20 years those 40 
billion marks will not represent more than 100,80 
or, even, if the franc rises to par, more than 50 
bilhon francs. And the state will nevertheless 
remain charged with a debt of 150 billion francs 
in capital, or 10 billions in interest, a debt whieh 
although contracted in paper francs will be none 
the less payable to the bond-helders in gold 
franca—unless the state decrees a lowering of the 
value of the franc, which will be equivalent to 
bankruptcy. 
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Before discussing this point, let us 
first make two preliminary remarks. 

The first is that such a reply in the 
mouth of Germans denotes in truth a 
certain candor. It amounts to say- 
ing: “The harm we have done is so 
great that it is not in our power to re- 
pair it.” I set fire to your house, but 
I declare that my fortune is insufficient 
to repair the damage, and I conclude: 
so much the worse for you, the better 
for me! 

A second remark is, that to affirm 
that it is impossible for Germany to re- 
pair the damage is to affirm a contrario 
that it is possible for France to do so. 
Indeed, it is not here a question of 
damage to come but of damage already 
done. How could it be said of a fact 
already past that it is impossible? 
The houses are burned, the factories 
destroyed, the mines flooded, the land 
ripped up. It might have been said, 
as in former wars: so much the worse 
for the victims, but France did not feel 
that she could abandon these victims 
to their fate. With a feeling of na- 
tional solidarity, which no one, I think, 
will dream of criticizing, the state said: 
I, and all Frenchmen, assume your 
losses, I will reimburse you. That is 
what it did. It has already paid half, 
by borrowing, not without difficulty, 
and at onerous rates; it will pay the 
rest in five or six years. And then it 
turns to Germany and says to her: 
“Reimburse me for the advances which 
І have made and am going to make.” 
And Germany replies: “It is impossible; 
we eshould be ruined.” But why 
should France be ruined rather than 
Germany? 

With this in mind, if we attack the 
question itself, it does not seem to us 
demonstrated that Germany is in- 
capable of paying, especially after the 
double reduction which we have just 
admitted, which would reduce the. 
indemnity from 182 billionjgold marks 
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to 40 billion gold marks. Doubtless 
she could not do it immediately, nor 
even in the near future, but given 
thirty years, could she not pay an in- 
demnity which would not be, as it 
seems according to the figures, ten 
times, but at the most five or six times, 
that which France paid cheerfully in 
but three years (1879-75)? For it 
must not be forgotten that, even 
counted in gold, the monetary unit has 
lost much of its value in fifty years, 
and especially in recent years. 

The Germans reply that the war has 
impoverished them by despoiling them 
of the coal mines of the Sarre and of 
Silesia, the agricultural lands of East 
Prussia, their colonies, their shipping, 
etc. It is true, however, in spite of 
these losses, that Germany still has 
more coal than France. And as for 
the loss of the'colonies (although I pro- 
tested long ago’ against their confisca- 
tion) it must not be believed that their 
loss has resulted in greatly impoverish- 
ing Germany, any more than in greatly 
enriching England and France. Ger- 
many still has a population more than 
half again as large as that of France, 
and this superiority grows yearly. 

Before declaring that Germany can- 
not pay, it would be necessary, at the 
very least, to prove that she has done 
all that is possible. 

There is an article in the Treaty of 
Versailles, the equity of which the Ger- 
mans themselves have not contested, 
which says that the budgetary charges 
of the Germans are to be at least equal 
to those of the country of the Entante 
in which they are heaviest. Now the 
budget of Germany for 1922 is about 
one hundred billion marks, while the 
budget of England is a billion pounds, 
and that of France twenty-five billion 
francs, or even thirty-five, counting 
the expenses of reparations. J am not 
gnorant of the fact that it is very diffi- 
*ult to compare the budgetary charges 
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of two countries, and still more difficult 
to measure the real value, as borne by 
the tax-payer, of different monetary 
units. I know very well it would be 
absurd to take as a measure the outside 
exchange value of the mark and to con- 
clude from that that these one hundred 
billion marks represent only one billion 
francs or twenty-five billion pounds; 
nor even to take the value of the mark 
according to the index number, and 
consequently to divide the one hundred 
billion marks by the figure forty, which 
measures approximately at the present 
time (August, 1922) the rise of prices in 
Germany! Granted. But it may be 
affirmed that in whatever way we cal- 
culate the value of the mark and how- 
ever high & valuation we set upon it, 
the one hundred billion marks of the 
German budget are very far from rep- 
resenting an equal value, and an equal 
burden upon the tax-payer, to the one 
bilion pounds for England, and the 
twenty-five or thirty-five billion francs 
for France—especialy if we divide 
these figures, as should be done, by 
that of the respective population of 
each of the three countries. 

Without doubt, the problem of the 
payment of the indemnity is not merely 
fiscal. Should Germany bind herself 
to pay one thousand billion marks of 
taxes, it would be necessary to find the 
means of transforming these billions of 
paper marks into francs or dollars. 
It is precisely this difficulty, a purely 
economic question, which has led emi- 
nent economists, like Professor Cassel, 
to declare that the payment was impos- 
sible and that the only course was 
purely and simply to annul the debt— 
which means leaving the burden of the 
reparations on France. 

‘lt is easily understood that this is a 
solution not much to the taste of the 
French—so fnuch the less as they well 
know that the German economists, at 
the time when they were counting on 
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victory and were calculating the 
amount of the indemnity to be inflicted 
upon the Entente, had expressed a 
very different opinion. Professor 
Lansburgh wrote: “With appropriate 
financial methods, the payment of 
any war indemnity whatsoever is 
possible.” ? 


4. Methods of Facilitating the Pay- 
ment.— 


It remains then to find the “appro- 
priate financial methods.” 

Certainly, we are not of those who 
expect to find them in the delivery of 
pledges, nor in coercive measures which 
could have no other effect than to ag- 
gravate the depreciation of the mark 
and prevent or retard the economic 
recovery of Germany. And, if I were 
the government, I should very will- 
ingly give up even the military occupa- 
tion of the Rhine, since the expenses of 
that occupation swallow up the better 
part of the payment of Germany—an 
occupation useless from a military 
point of view, I say, for it is to end in 
1935, I believe, and certainly it is not 
before that date that Germany will be 
able to think of a war of revenge. We 
are persuaded that, as our colleague, 
M. Jéze, notes, Germany will not pay 
unless she wishes to, but we hope that 
she will wish to. 

It would be necessary, then, on the 
contrary, to offer her every facility for 
the payment. | 

In the first place, we should have, 
accepted eagerly the offer which Ger- 
many made to undertake to recon- 
struct all that she had destroyed. 
That would have been not only the 
most economical solution, i.e., the 
least costly and the most expeditious 
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tion, I do not doubt that the work of 
reconstruction would be almost finished 
today) but, also, I should say, the 
most moral, for it would have been a 
great example, the first in the history 
of wars, to see a nation repair by its 
own means the harm it had done. 

Unfortunately, the French Govern- 
ment showed little inclination to ac- 
cept this solution, although it was 
warmly advocated by the Confédéra- 
tion Générale du Travail (Federation of 
'Irade Unions), but it met in other 
quarters the violent opposition of in- 
dustrial workers and employers, anx- 
ioustoreserveto themselves the monop- 
oly of those gold mines which our 
devastáted departments have been for 
them, and the government weakly 
yielded to these sordid interests. It 
must be recognized, at any rate, that 
there were certain practical difficulties 
in avoiding conflicts between the devas- 
tators of yesterday and their victims, 
and in making sure that the rebuilt 
houses were fully as good as those de- 
stroyed. Today the government rec- 
ognizes its error, but rather late, since 
the reconstruction is already half done 
and the remaining half already under 
way. Then it gets the singular idea of 
employing German labor, not now in 
the reconstruction of the devastated 
regions, but in the execution of great 
public works—bridges, canals, the in- 
stallation of hydro-electric plants! 
But it is not probable that the Ger- 
mans would apply themselves with 
much enthusiasm to a task which 
would eonsist in developing the indus 
trial strength of France! 

À second way of facilitating the 
payments, and the most efficacious, 
since it is in the last analysis the only 


(for if Germany had applied to the *means by which one country can pay 


task of reconstruction the same scien- 
tific method as in her work of destruc- 
3 Cited by Professor Rist in his authentic book 
on the finances of Germany during the war. 
n 
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its debt to others, would be to accept 
German merchandise under the form of 
importations. But here the same op- 
position ag before has arisen even more 
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formidably, for you can understand 
that the French industrial workers 
have been terrified by the prospect of 
seeing poured into France, during 
thirty years, one hundred to one hun- 
dred and fifty billion francs’ worth 
of German merchandise! Personally, 
from the point of view of the interests 
of the coperative societies and the con- 
sumers, we should rejoice at this inun- 
dation, but neither the United States 
nor England has the right to reproach 
the French Government for its opposi- 
tion, since they have both taken the 
same measure of protection against 
German importations, which they call 
dumping. 

The payment in capital, under the 

form of participation in industrial en- 
terprises, would also be an excellent 
mode of payment and one which would 
have the advantage of creating be- 
tween France and Germany a forced 
solidarity which, although limited to 
economic relations, might ultimately 
be extended to political relations. 
This mode of payment, at first forgot- 
ten, then set aside, returns today to 
the foreground. It could be very 
easily realized, at least in enterprises in 
the form of joint-stock societies, with- 
out expropriation of the present share- 
holders, but simply by the creation of 
new shares handed over to France. 
Doubtless the capital and dividend of 
these shares would have to be in gold 
marks, but France would thereby be- 
come interested in the recovery of the 
mark. 
„ By having recourse to these different 
methods of payment, the sum which 
would remain to be paid in gold marks 
would be substantially reduced and 
would probably not be above the capac- 
ity of Germany. 

Is it necessary to add that it would 
be still more greatly reduced if the 
United States and England would 
consent to abandon their claims on 
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France? In that case, the latter could 
in return consent (it might even be 
made & condition) to an equal reduc- 
tion of its claim on Germany, and that 
would be no small matter, about 
twenty-five bilion gold marks! I 
must, however, recognize the fact that 
France would not accept this mode of 
compensation very willingly; public 
opinion in France would consider un- 
just that assimilation of claims so 
different in their origin; that claimed 
by the Allies to pay the expenses of 
a war waged in common, that claimed 
by France to replace her burned 
houses. France thought, perhaps 
naively, that the first of these claims 
could have been remitted to her with- 
out conditions and that, since all the 
Allies had given in common the blood 
of their sons, they might also have 
given in common their money. And 
that opinion is not only that of the 
French, but of eminent English and 
American economists, among whom it 
is enough to mention Professors 
Keynesand Taussig. But, since public 
opinion in the United States has not 
supported that view, it would be im- 
properonourparttoinsist. Letussay 
merely this: since the United States 
thinks it is perfectly within its rights in 
insisting upon their claims on France, 
why does it say that France is abusing 
her rights in demanding her claim upon 
Germany? 

In case this last reduction should be 
carried out, the amount of the indem- 
nity would be reduced to about twenty- 
five billion gold marks, as far as France 
is concerned, and perhaps four to five 
billions for the other Allies; now, re- 
duced to this figure, it could not be said 
that the indemnity exceeds the capac- 
ity of Germany to pay, for the latter 
had herself offered, after the armis- 
tice, a nfuch larger sum. 

If the United States and England did 
not feel they could agree to such a re- 
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nunciation, they would still have a 
method of procedure less onerous for 
them; that would be to consent toa loan 
which would permit the reimburse- 
ment of France for the expenses of the 
reparation which she has had to make, 
while waiting for the recovery of Ger- 
many to enable her to repay in her turn 
this inter-allied loan. 

But, if neither of these contingencies 
is realized, which unfortunately seems 
probable, then we shall have to be 
satisfied with granting Germany the 
delay necessary to permit her to pass 
the present crisis. This, moreover, is 
what was foreseen by the Treaty of 
Versailles, when it gave her the right to 
pay off her debts by annuities for a long 
period of years, thirty years or even 
more. It is, indeed, a strange fashion 
of caricaturing that concession to pic- 
ture it as a policy aiming at the subjec- 
tion of Germany and a means of reduc- 
ing to slavery a generation of Germans 
still to be born! Such is, however, the 
language of many German journalists, 
and even English. 

And if, by reason of the fall in the 
value of the mark, the times set for 
payments, either by the Treaty or by 
later agreements, seem still too close, 
let the moratorium they ask for be 
granted, without pledges and without 
conditions, as the English Government 
advises, by giving credit to Germany. 

However, without approving the 
uncompromising attitude of the French 
Government on this point, it is easy to 
understand why it hesitates to grant 
moratoriums and long delays, and de- 
mands pledges. It is because France 
fears that by the time Germany has 
become rich enough to pay, she will 
have become at the same time strong 
enough to refuse to pay. And we can- 
not say that this fear is absolytely chi- 
merical. А 

The surest guarantee which France 
could find against that dreadful contin- 
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gency, would be the admission of Ger- 
many into the League of Nations. 
For it is the latter which henceforth 
should become the guardian of the en- 
gagements undertaken by its members 
one to another. And the Reparations 
Commission should be replaced by a 
Commission chosen from the League of 
Nations, in which Germany would be 
represented. Unfortunately, France 
does not appear disposed to consent to 
that admission, nor Germany to ask 
it—and it must be recognized that the 
refusal of the United States to partici- 
pate in the League of Nations has en- 
couraged Germany to act as she has. 


ADDENDA 


Professor Bonn has been kind 
enough to send me his article,‘ as I also 
sent him mine, but I do not see much 
to add to my treatment, for our two 
treatments are in large measure par- 
allel and even do not disagree very 
seriously in regard to the criticism to be 
made of the Treaty of Versailles. 

Here, however, are some points upon 
which the arguments of my eminent 
colleague have not convinced me. 

1. Professor Bonn complains that 
the amount of the indemnity has been 
left indeterminate and not immediately 
fixed as was the indemnity imposed on 
France in 1871, in order to permit Ger- 
many to be free from all control as 
soon as she had paid. 

But if the amount of the indemnity 
imposed upon France in 1871 was fixed 
by the Treaty it is because it was a 
question of a penal indemnity! Now 
the indemnity demanded today of 
Germany is an indemnity for repara- 
tions, a reimbursement of the expenses 
of reconstruction. How could it have 


* been fixed before knowing how much 


the expenses of reconstruction would 
be? Even to this day we are not en- 


t The article referred to appears in this vol- 
ume on p. 149. 
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tirely sure of them, since we have 
scarcely paid the half of them. So we 
said to Germany: “We do not know 
what will be the cost of the reparation 
of the damage which you have caused 
us, but we will demand of you only the 
repayment of the sum expended.” 
Is not that an act of good faith? 

2. Professor Bonn attempts to dem- 
onstrate that Germany is unable to pay 
as a consequence of the depreciation of 
the mark, but that this depreciation 
depends on causes independent of the 
will of Germany and largely due to the 
policy of the Allies. 

I do not deny that there is some 
truth in this argument. Nevertheless, 
it appears to me difficult to justify the 
German Government for its responsi- 
bility in the inflation which has brought 
in its train the fall of the mark. In- 
deed, at the present writing the issue 
reaches the figure of 376 billion marks, 
nearly all issued in the last two years— 
while France not only has not aug- 
mented her issue in the last two years, 
but has even slightly diminished it, re- 
ducing it from thirty-nine to thirty- 
seven billionfrancs. And, nevertheless, 
France has had to pay all the expenses 


of reconstruction, but she has payed , 


them with internal loans and not with 
paper money. Why did not Germany 
do the same? 

3. Professor Bonn ends with this 
conclusion: “It may be too late," 
which evidently means that there is no 
longer any hope of finding a financial 
solution which will permit France to be 
paid, and that consequently the whole 
of the damages which she herself has 
paid will remain a burden to her. 

That is a consoling conclusion for 
Germany but certainly not for France! 
It is, besides, very humiliating to the 
financial capacities of the two coun- 
tries, tantamount to an admission of 
impotence. I persist in believing that 
financial science has sufficient resources 
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to solve this problem, but I willingly 
grant to M. Bonn, as I had already g 
recognized in my article, “this cannot 
be done without creating an atmos- 
phere of confidence.” 

Without claiming myself to have 
arrived at that solution, it nevertheless 
seems to me that one might proceed 
as follows: 

1. The Reparation Commission will 
be dissolved and replaced by a financial 
commission appointed by the League 
of Nations, which will have as its func- 
tion to verify the account of the repara- 
tions already effected and to estimate 
what remains to be done. 

The total, once established, will be 
valued in dollars. 

2. Germany will have to devote one- 
third of her receipts to the payment 
of this debt and put it into the hands of 
the financial commission. 

These deliveries will naturally be 
made in paper marks and converted 
into dollars at the rate of the day. 
The payments will be credited on the 
amount of the debt, until the debt 
shall be entirely wiped out. 

The paying off of the debt, very slow 
at the beginning, will then be more and 
more rapid as the mark rises in value. 
If Germany wished to hasten it by add- 
ing to the stipulated payments others 
derived from loans, it goes without 
saying that she will have a perfect 
right to do so. 

8. The territories subject to military 
occupation will be evacuated and all 
those clauses of the Treaty will be 
abolished which hinder the economic 
recovery of Germany (including that 
justly objected to by M. Bonn—the 
non-reciprocity of the most-favored- 
nation clause). 

But, in return, Germany will enter 
the League of Nations and accept the 
sanction’ provided for by the Treaty 
against nations in the League which 
fail to meet their engagementa. 


The Reparation Problem 
By Proressor M. J. Bonn 


Technical Advisor to the German Government 
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HE way in which the reparation 

question was settled in the Peace 
of Versailles is probably unique in the 
history of international finance. Ger- 
many had to bind herself to make good 
the havoc she had wrought upon her 
enemies. But the total amount of it— 
whatever it might be—was not fixed. 
She was forced to make good different 
categories of damages. And although 
the German people had laid down their 
arms on the clear understanding that 
only such damage was included as had 
been done to the civil populations, 
the cost of pensions and reparation al- 
lowance in all allied countries was in- 
cluded in this formula. This not only 
brought the total damage to a figure 
greatly surpassing the capacity of 
Germany for reparation payments, it 
reduced moreover considerably the 
percentual share France was to receive. 
But it did more than that. It con- 
vinced the German people that the 
declarations of the Allies concerning 
the sanctity of treaties were nothing 
but sanctimonious piffle which could 
easily be explained away by clever 
lawyers’ quibbles. The consent of 
President Wilson, against the well- 
reasoned arguments of his financial 
advisers, to the inclusion of war-pen- 
sions in the compensation bill, changed 
the demand for reparation into one 
of partial indemnity. It knocked, 
во to speak, the moral bottom out of e 
the whole problem. The rebuilding 
of the devastated areas in France and 
Belgium could easily have Бёеп con- 
ceived by the new Germany as a 


sacred moral obligation; the inclu- 
sion of pensions was considered a 
piece of mere financial extortion, 
brought about by a callous disregard ` 
for the solemn obligations on which 
the armistice was based. In this con- 
nection the acknowledgement drawn 
from Germany, by threats of a further 
invasion, that she alone was respon- 
sible for the war, has always been 
looked upon as an endeavor to give an 
artificial moral basis to immoral claims. 
Instead of convincing the Germans of 
their supposed iniquities, it has had 
quite the contrary psychological effect 
upon them—which might easily have 
been foreseen. 

In days gone by, whenever a big 
war indemnity had been paid, the re- 
ceiving country tried to make it worth 
while for the debtor country to liqui- 
date its debt as quickly as possible. 
'The stupendous effort which France 
made in 1871 in paying five billion 
francs to Germany could never have 
been successful if Germany had not 
been willing to clear out of France as 
quickly as possible and to let France 
alone as soon as she had settled the 
account. The framers of the Peace of 
Versailles did not create such a favor- 
able psychological situation. They 
decread that the whole of Germanys 
financial obligation was to be fixed 
two years after the conclusion of peace. 
And as the different statesmen had 
told their people that the Germans 
were to make up all costs, the total 
sum to be fixed after two years was 
sure to be unreasonable. 

In the meantime Germany was to 
pay twenty billion gold marks within 
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two years. This was five times the 
amount victorious Germany had de- 
manded from France half-a-century 
earlier. Was Germany, after a four 
years’ war, really five times as wealthy 
as France had been in 1871? The 
twenty billions were merely a kind of 
hors d'oeuvre after which the real 
feast was to begin. An expert body, 
the Reparation Commission, in which 
the victorious states were represented, 
was to fix on May 1, 1921, the total 
further amount to which Germany 
was liable. There was a minimum 
below which Germany’s burden was 
not to fall: her taxation must be as 
heavy as that of the Allied country 
most heavily burdened by taxes. 
There was a maximum: her social and 
economic system was not to be de- 
stroyed by her carrying out her rep- 
aration duties. The treaty said noth- 
ing about the standards to be used for 
measuring the incidence of taxation 
or its influence on Germany’s social 
organization. And it wisely did not 
do so. For such a standard does not 
exist, or rather cannot be applied in 
our present European economic or- 
ganization, where statistics are rather 
unreliable. We have no real knowl- 
edge of the incomes of all the different 
countries and in the absence of this 
knowledge we cannot scientifically 
compare the relative burden of tax- 
ation falling upon their inhabitants. 
All comparative statistics in that di- 
rection are generally guesswork. Un- 
til the economics of the world are 
fhirly stabilized, even the most éareful 
statistical investigation will bring lit- 
tle reliable information. 

The postponement in fixing the 
total sum of Germany’s liabilities was 
like putting a premium on financial 
procrastination. If the twenty bil- 
lions were found easily and. quickly, 
the conclusion forced on the Rep- 
aration Commission must be that Ger- 
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many was quite capable of bearing . 
additional heavy burdens. If she 4 
could put down twenty billions within 
two years at a time when she was com- 
pletely exhausted, her capacity for 
future payments at a time when her 
economic life was once more normal, 
should be such as to satisfy the wildest 
dreams of avarice. When Bismarck 
took five billions from France he may 
have been wicked, but he was wise; 
when the Allied statesmen drew up the 
financial clauses of the Treaty of 
Versailles they may have been moral, 
but they certainly were not wise. 
They did not offer ransom to Germany 
by the payment of which she would 
be made safe and free. They framed 
the political clauses of the treaty, 
especially the clauses dealing with the 
occupation of the left bank of the 
Rhine, not with the view of making 
Germany pay as quickly as possible, 
but with the object of maintaining 
garrisons in Germany. 

And they made the payments to be 
made by Germany as irksome and as 
ineffectual as possible. Germany was 
feared as an industrial competitor. 
She was not allowed to sell goods as 
freely as possible and hand over the 
proceeds to the Allies. She was re- 
fused the most favored nation treat- 
ment, but she was forced to extend it 
to the Allies. She had to hand over 
her ships at a time when freights 
were high; all her assets in enemy 
countries were confiscated, and the 
German Government was forced to 
pay compensation to the owners. She 
had to give up her best rolling-stock, 
she had to make huge deliveries of 
coal at a time when there was a coal 
famine in Germany and the prices she 


* was credited with were not the world- 


market prices. In fact, she was made 
to pay ig capital goods and these capi- 
tal goods were valued far below the 
price they would have fetched if left 


Tux REPARATION PROBLEM 


in German hands. The result was, 
that the total value paid to the Allies 
did not come to twenty billions, but 
only to about eight billions, although 
the loss to Germany far surpassed this 
sum. And only little of it went to 
reparations. Most of it was wasted 
on the armies of occupation. 

The Versailles Treaty entitled Ger- 
many to make an offer for a lump set- 
tlement within four months of the Rat- 
ification of Peace. This offer was 
never made. The German Govern- 
ment, knowing the real state of 
their resources well enough, could 
never have made an offer which would 
have tempted the Allies. They were 
afraid of making a proposal within 
the limits of their resources, as the 
Allies’ hopes had been pitched too 
high. They were willing to develop 
a scheme at Spa, but this Conference 
at Spa broke up without a serious dis- 
cussion of the financial problem. The 
Spa Conference, abortive as it was 
in that respect, saved, however, the 
European situation for some time to 
come, by providing Germany with 
considerable credits. These credits 
enabled Germany to weather the 
winter 1920-21 by financing imports, 
and helped her to maintain the course 
of foreign exchanges at a fairly reason- 
able level. 


п 


Immediately after signing the peace, 
the German exchange, which had of 
course fluctuated a great deal during 
the latter days of the war, began to go 
down rapidly. In January, 1920, the 
dollar cost about 100 marks (the par 
being 4.2). The causes of this fall 
were partly psychological, partly ma- 
terial. The knowledge of the eco-* 
nomic conditions of the peace created 
deep depression in Germany. It 
seemed impossible that a country, the 
economic life of which was torn to 
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pieces by the terms of the treaty, could 
ever recover when burdened with an 
uncertain, but huge debt. Germany’s 
balance of commerce had always been 
adverse; but her balance of payment 
was favorable owing to her invest- 
ments abroad and the services of her 
mercantile marine. Now the great- 
est part of these investments had been 
confiscated, the ships were taken away; 
the demand for imports had risen 
enormously as the long continuation 
of the blockade had emptied the coun- 
try of all stores, whilst the loss of the 
iron-ore fields and the obligation to 
deliver increased the proportion of 
“necessary” imports and decreased 
the possible exports. The flight from 
the mark began. Frightened investors 
exported their capital to invest it in 
foreign securities, as there were few 
foreign securities in Germany and as 
the fear of confiscation hung over them. 
New heavy taxation was introduced 
whilst the social order, shaken by 
revolution, seemed anything but se- 
cure. The result was a strong de- 
mand for foreign currencies, which 
could not be stopped by legislation— 
especially as the occupied districts 
were practically not under the con- 
trol of the German authorities. After 
some time, however, the movement 
came to a standstill. Foreign spec- 
ulators, especially in America, took 
an interest in the mark when it had 
reached a deep level. Their purchases 
drove it up and as soon as the fall was 
arrested “panic buying” ceased and 
the exchange rose again. When the 
Spa agreement provided Germany 
with much needed credits, the ex- 
change was steadied for a long period 
at about sixty marks the dollar. 
During the whole time the German 
Government had been forced to pay 
its way by the issue of short termed 
Treasury Bills. Far-reaching reduc- 
tion of expenditure was impossible. 
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As Germany had just failed to go in 
for Bolshevism it was essential to 
prevent the spread of unemployment. 
Moreover, the demands for reparations 
excluded any retrenchment on a large 
scale. The revenue from taxation 
could not be increased quickly; long- 
term loans could not be placed; 
the only endeavor in this direction 
in the autumn of 1919 met with 
very scant success. Thus the gov- 
ernment had to sell Treasury Bills, 
& large quantity of which was sub- 
scribed for by the public. The rest 
was taken up by the Bank of Ger- 
many, which issued notes against 
them, thus increasing the note cir- 
culation considerably. The note cir- 
culation, which had risen from 92,808 
millions (January, 1914) to 19,444 
millions at the close of the war, had 
reached 35,698 million marks on De- 
cember 81, 1919 and 68,806 millions 
on December 31, 1920. Prices rose 
correspondingly. But it is character- 
istic that for a long time foreign ex- 
change rose very little, notwithstand- 
ing an ever increasing note issue, as 
the Spa loans and foreigners’ invest- 
ments in Germany temporarily re- 
stored the balance of payment. 
During this period a series of inter- 
national conferences (Brussels, Paris, 
London) vainly tried to bring about 
an agreement as to the total sum of 
payments for which Germany was to 
assume liability. After the London 
Conference had failed and the Repara- 
tion Committee had hurriedly .toted 
up the bill as it was bound to do by 
the treaty, Germany was presented 
with an ultimatum demanding from 
her a payment of a capital sum o 
182 billion gold marks. This ulti- 
matum was accepted by Germany 
under pressure on May 10, 1921, not 
because she thought it bearable, but 
because the only way to demonstrate 
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the impossibility of these demands was ‘ 
to endeavor to comply with them. 
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The 132 billion gold marks (88 billion 
dollars) represented a capital on which 
5 per cent interest and one рег cent 
sinking fund were due. These an- 
nual payments would thus have come 
to 7,9290 million gold marks. This 
annuity could only be paid by the 
export of German goods. Now Ger- 
man export trade had never been 
more than 10 billion gold marks; 
even in the best year the reparation 
would have taken up 80 per cent of 
the total exports. Аз it was, German 
exports after the war did not rise to 
more than 4 billions, or to half the 
amount needed for reparation alone. 
As imports were about 8 billion gold 
marks, there was & deficit of the trade 
balance without taking reparation 
into account. 

The Allies tried to make possible 
the London agreement by restricting 
for the time being Germany's annual 
payments to about 8 billion gold 
marks. A fixed annuity of 2 billion 
gold marks was demanded and a 
variable annuity representing 26 per 
cent of the value of German exports 
was supposed to furnish a little more 
than another billion. At 6 per cent 
(one per cent sinking fund) these 8 
billions represented a capital value of 
50 billions. These fifty billions were 
issued to the Allies as bonds bearing 
5 per cent interest and one per cent 
sinking fund, 12 billions being called 
Series A, and 38 billions being called 
Series D; after them came Series C, 
consisting of 82 billions, payment of 
interest on which was due only after 
"it had been established that the nec- 
essary means were really available. 
For the time being the annuity con- 
sisted of about 3 billion gold marks 
or 75 per cent of the total value of 
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German exports. But this was not 
all "The excess balance due from Ger- 
many to the Allies for the settlement 
of pre-war private debts came to about 
480 million gold marks a year. In- 
cluding some other items the total 
foreign payments expected from Ger- 
many came to nearly 4 billion gold 
marks a year, or very nearly the total 
amount of German exports. 

The bonds of Series A and B bearing 
5 per cent interest, were handed to 
the Allied Governments, who were 
supposed to be able to sell them at a 
good price. These hopes were greatly 
disappointed, for the general invest- 
ing publie realized that these bonds 
were not good investments, as the 
debtor himself had loudly protested 
his inability to shoulder the burden 
placed upon him. 

The gloomy predictions of Germany 
were soon borne out. The first bil- 
lion was paid within the stated period, 
but with the result that the price of 
the dollar rose from 69.88 marks in 
May to 84.31 marks in August. 

After some minor fluctuations a 
catastrophal fall in the mark took 
place when the League of Nations 
handed Upper Silesia to the Poles. 
In November, 1921, the dollar cost 
263 marks. 

It became evident to the world at : 
large that a country, whose whole bal- " 
ance of payment is unfavorable, cannot 
pay an indemnity without an utter 
collapse of the exchange. But this 
was not acknowledged immediately. 
It was maintained by the advocates of 
the London settlement, that the break 
in the mark exchange was due to the 
over-issue of bank notes by the German 
Government. If expenditure were, 
properly reduced and new taxation 
were levied, no new note issue need 
take place and no fall in the exchange 
need follow. These assumptions did 
not take into account the real facts 
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of the case. Important economies 
could not be effectuated, for after the 
heavy fall of the mark in the summer 
of 1921 the chief expenditure was no 
longer optional; it did not depend 
on the policy of the German Govern- 
ment; it was settled by the London 
Ultimatum. 

The total expenditure of the Reich 
for German purposes was about 90 
billion paper marks according to the 
estimates for 1922 (February). The 
total cost for reparations, etc., at the 
rate of 70 paper marks to one gold 
mark, (the dollar stood at that time at 
nearly 300 marks) was well over 250 
billions. The bulk of the 90 billions 
went to pay interest on the debt, 
pensions, etc., 25 billions consisted in 
taxes collected by the Central Govern- 
ment for the states; the amount of 
expenditure on which savings were 
possible was very inconsiderable. 
Even if the Reich had had no ex- 
penditure of its own, the payment 
of reparations claimed ever increasing 
sums when the mark went down. 
The only efficient economy was a re- 
duction of the reparation payments 
and that was possible only by means 
of a moratorium or a Joan. 

Taxation on the other hand could 
not be increased automatically when- 
ever a fall of the mark exchange and 
a corresponding rise of prices increased 
expenditure. Some revenue no doubt 
increased automatically with the rise 
in prices, but many incomes—es- 
pecially those of the broad middle 
class*-remained stationary, and really 
diminished, as far as purchasing power 
was concerned. An interior loan could 
not be issued, for, with a falling mark 
exchange, nobody was willing to sub- 
scribe to it. The only thing the govern- 
ment could do, was to levy sufficient 
new taxation to cover the deficit in 
the regular budget, whenever a fall 
in the mark had created a new deficit. 
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The bulk of the reparation payments 
had to be defrayed by the sale of 
Treasury Bills, for which the govern- 
ment received bank notes, and by 
the conversion of these bank notes in- 
to foreign currency. 

As the demand for marks was al- 
ways smaller than the demand for 
gold curreney—German exports were 
four billion marks gold, imports have 
been valued at six to eight billions, 
to which three to four billions repa- 
ration payments have to be added— 
the fall in the mark was bound to con- 
tinue. Even the most drastic tax- 
ation could not have stopped it. The 
balance of payment can of course be 
influenced by drastic taxation, in so 
far as taxation reduces consumption, 
diminishing imports and increasing the 
available exportable surplus of home- 
made goods. To achieve this purpose 
Germany must have raised at least five 
to six billion gold marks in new taxes— 
this was about the deficit in the bal- 
ance of the payments. This equalled 
about 350 billion paper marks ad- 
ditional taxation and a corresponding 
reduction in consumption. This was 
far beyond the tax-bearing capacity 
of the German people, whose stand- 
ard of living, especially in the middle 
classes, was seriously reduced. 

It has been agreed that the fall in 
the mark brought a golden harvest 
to Germany by giving & lift to export 
trade. No doubt individuals made 
an extra profit in paper marks when 
they sold goods for $1000 and when, 
owing to a quick fall of the mark, they 
netted 800,000 marks when they had 
expected but 200,000 marks. But the 
country at large was not a gainer: as 
the total gold value of imports is 
&bout double the amount of exports, 
the country's balance sheet really be- 
came more and more unfavorable. 
The total bulk of exports did not in- 
crease, nor did their value in gold 
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marks. But speculation became very 
rife. Whenever the mark went down, 
the home demand for goods rose rap- 
idly, people encroached upon their 
capital in order to lay in goods in the 
fear that prices might go on rising. 
Traders, speculators and investors 
competed with each other for the 
dollar; terrified over an impending 
future rise of the dollar, their com- 
petition drove it up in the present. 
At the same time, the break in the 
mark induced owners of marks abroad 
to cut their losses; new demands for 
marks did not arise; all forces com- 
bined to bring about a panic. On 
the other hand, whenever there was 
an upward movement of the mark, 
the buying of goods stopped at home 
and abroad, not because Germany can- 
not compete at a higher level of the 
mark, but because everybody marked 
time and awaited a further rise. 
Naturally the fall of the mark 
brought about a flight from the mark, 
for as the investors realized that an 
income in mark securities was bound 
to depreciate, they looked out for 
gold securities. There are only a few 
of them dealt with on the German Ex- 
change, and there is always a fear 
that these few may be sequestered by 
the German Government acting under 
orders from the Allied Governments. 
But there are many pound and dol- 
lar notes in Germany; they can be 
secreted successfully from the tax 
collector as well as from Allied con- 
fiscation. But they do not pay inter- 
est, thus depriving Germany of a 
source of income. Besides this, im- 
portant balances have been created 
abroad; they enable the German busi- 
eness world to carry on business abroad 
at a time when to get credit is difficult 
and dangerous. But as the income 
drawn from them rarely enters Ger- 
many, it neither improves the balance 
of payment, nor does it add to the 
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country’s tax revenue. The Allies 
have often insisted on coercive meas- 
ures to make the flight from the mark 
impossible and to force back the capi- 
tal which has emigrated. There is 
only one way of bringing about this 
result: to do away with the necessity 
of fleeing from the mark by stopping 
its depreciation. 


IV 


It was clearly visible in October, 
1921, that the London settlement 
could not be carried out. An agree- 
ment had been concluded in Wiesbaden 
between Germany and France, facil- 
itating the delivery of goods as a 
means of payment, thus, as it was 
hoped, diminishing the demand for 
foreign exchange. This agreement had 
not borne fruit as it was not ratified 
for nearly a year. Even if it had been, 
it could not have prevented a crisis, 
for at the present time Germany’s 
productive capacity would not have 
been equal to the strain. The strain 
had to be lessened. 

One way of doing it was by issuing 
a loan. Germany made frantic efforts 
to obtain one. In November, 1921, 
the Bank of England plainly declared 
that such a loan was impossible as 
long as Germany’s reparation obli- 
gations had not been reduced to reason- 
able proportions. The avenue to a 
loan being closed, a moratorium was 
the only alternative left. Such a 
moratorium would leave France in 
the cold. She had had scarcely any rep- 
aration payments, for the ten billions 
wrenched from Germany had been 
frittered away on the up-keep of the 
Armies of Occupation. She had con- 
tracted a reparation debt of about 80 


billion paper francs. It would have* 


been easy enough to defray interest 
and sinking fund on this debt from 
Germany’s payment—two billion gold 
marks are about five billion paper 
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francs, but whilst everybody talked 
reparation, the money which might 
have been available for these purposes 
was frittered away. 

France realized, however, that the 
German situation was critical. In 
Cannes the foundations of a pro- 
visional moratorium were laid. 

Germany was to pay 720 million 
gold marks (this is the interest and 
the sinking fund on the A bonds) and 
1,450 million in kind. If the balance 
due to the Clearing Offices were added, 
this brought Germany’s total obli- 
gation to about 984 billions, a consider- 
able reduction on the London settle- 
ment, but, as events were to prove, 
far beyond Germany's present strength. 
The Reparation Commission coupled 
the moratorium with demands for 
financial and currency reform to be 
carried out by Germany. 

It was hoped that the Genoa Confer- 
ence would bring a solution of the 
reparation problem. As France ob- 
jected to a discussion in Genoa and 
as most of the time was wasted in 
arguments with the Russians, no 
positive results were achieved. Nego- 
tiations between the German Govern- 
ment and the Reparation Commission 
were transferred to Paris, where the 
German Government engaged them- 
selves to carry out far-reaching finan- 
cial reforms: to cease the issue of 
Treasury Bills and of notes if a foreign 
loan were forthcoming within a reason- 
able time. Such a loan, the proceeds 
of which would have gone mostly to 
Francé and Belgium, would have 
diminished Germany's foreign obli- 
gation pro tempore considerably. It 
would have greatly reduced her de- 
mand for foreign bills and thereby 
raised immediately the value of the 
mark; it would at the same time 
have reduced government expenditure 
and thus enabled her to balance the 
budget. 
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A Committee of Bankers met in 
Paris. They declared their belief that 
such a loan could be floated, provided 
a settlement of Germany’s total obli- 
gation was arrived at, and provided 
France desired such asettlement. But 
as France obstructed the committee, 
its conclusion was mainly negative. 

From that time the present Euro- 
pean crisis started. The sands were 
running out. The mark fell by leaps 
and bounds. Prices rose rapidly. 
Scarcity of capital became visible. 
For. as the level of prices and wages 
was rising at an ever increasing speed 
the working capital in the hands of 
industrialists was no longer sufficient. 

Credit was not elastic enough. 
The banks reduced accommodation to 
pure speculators—with the result that 
nearly all stock-exchange values crum- 
bled to pieces. Foreign credits were 
not available on account of the awful 
risks. Social unrest spread. 

The German Government asked for 
a complete moratorium, including a 
postponement of clearing office pay- 
ments. The French Government an- 
swered with a series of notes and 
speeches which created one panic after 
the other. 

It seemed for & moment that the 
London Conference might bring some 
relief. But as England refused to can- 
cel France's debt to her, inasmuch as 
America did not mean to cancel the 
British debt, no fundamental solution 
was found. 

. The Conference centered rougd the 
question, whether a further morato- 
rium granted to Germany was to be 
accompanied by financial control over 
German forests and German State 
Mines. 

From а constructive point of view 
this was an entirely futile discussion. 
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What is needed, and needed quickly, is 
a complete cessation of all money pay- 
ments from Germany for the time 
being, to enable her to restore her cur- 
rency. 

But this cannot be done without 
creating an atmosphere of confidence. 
The bickerings which have been going 
on for the last month have completely 
shattered all confidence. The present 
fall of the mark is not due to the eco- 
nomic activities of the business world 
creating a panic, it is due to a series of 
panics made by politicians which in 
their turn are followed by frenzied eco- 
nomic activities of thoroughly fright- 
ened people. For the time being the 
reparation problem has become a 
purely political problem. Its solution 
can be approached only after some poli- 
ticians have learnt their lesson. It 
may then be too late. But if a solu- 
tion is still possible it can only be 
achieved in the following sequence,—1) 
restoration of confidence, politically,— 
2) a reasonable moratorium,—3) im- 
mediately after the moratorium has 
been granted negotiations for an in- 
terim loan ought to be started, the pro- 
ceeds of this interim loan to go mainly 
to France. The restoration of confi- 
dence, the moratorium and the interim 
loan will drive up the level of the mark. 
It will then be possible to prevent a 
further fall and to lay the foundation 
for definite settlement which will give 
due consideration to the legitimate 
needs of France, without undermining 
the foundations of Germany and with 
it the stability of Europe. 

It may, however, be too late. The 
colossal dilettantism with which the 
reparation question has been dealt 

ewith since the armistice may have 
made solutions impossible which were 
clearly within the reach of mankind. 


Transportation Conditions in Europe 
By Бовевт Haas 


RANSPORTATION conditions 

in Europe at the present time 
have been very considerably influenced 
by the effects of the World War. 
One might even say that all the 
difficulties which have arisen, and 
which are still continuing to arise, 
are merely the natural consequences 
of the hostilities. 

It is true that considerable progress 
has been made in automobile and 
aerial transport, but, on the other 
hand, the effects of the war in the 
sphere of rail and water transport have 
been nothing but harmful. 


RAILWAYS 


It is true that a few lengths of rail- 
way line were possibly built here and 
there for exclusively military purposes, 
but this unimportant increase made no 
difference in the general state of 
development at which the European 
railway system had arrived in 1914. 
This development represented the 
sum of intense building activities 
which had lasted without interruption 
for over three-quarters of a century. 
The military railways built in France 
by the Americans, those laid in Russia 
by the Germans, and the connecting 
lines built by Italy on the Austrian 
frontier together make up a number of 
kilometres which would have seemed 
remarkable in the early stages of rail- 
way development; today they amount 
to only a very small fraction of the 
lines laid in time of peace. 


. 
Military operations and retreats are 


always accompanied by destruction of 
means of communiestion, bu£ in the 
last war technical preparations allowed 
of systematic destruction; the work of 


reconstruction has thus been rendered 
particularly difficult, long and costly. 
In the case of the railway systems 
which were first captured and then 
abandoned, it has been necessary to 
relay the lines completely. 

* To the damage caused by systematic 
destruction carried out in the course 
of retreats, we must add that result- 
ing from military operations strictly 
so-called. Artillery often selected as 
its objective railway junctions, large 
stations, bridges, etc., not only in the 
occupied areas, but also in the areas 
adjacent to those where military 
operations were being carried out. 

The direct material damage, al- 
though enormous, cannot however be 
compared in gravity with the indirect 
damage, if the general effects of the 
war on the means of communication 
can be so-called. Railways are a 
military instrument of prime impor- 
tance. In the last war they were ex- 
tended up to the very field of battle, 
and in the rear they were necessary 
for supplying material to industries 
which were producing munitions of 
war. They sustained the economic 
life of the country and assured its 
food supplies. It was inevitable that 
in keeping up this gigantic and un- 
ceasing effort for so many years the 
railways should deteriorate through 
the excessive overtaxing of all their 
resources, and especially of their 
rolling-stock. 

The wear and tear on rolling-stock 
must be attributed not so much to the 
intense use of it during the war (on 
certain systems it has been found that 
war traffic exceeded the peace traffic 
by fifty to one hundred per cent) as to 
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the inability to carry out repairs. As 
the rolling stock had been concentrated 
in the zone of operations, it was far dis- 
tant from its normal place of assembly 
near which the workshops were situ- 
ated. The latter, moreover, had been 
deprived of some of their workmen, 
so that they were unable to cope with 
such an entirely exceptional situation. 

Special mention should be made of 
the fact that, owing to the shortage of 
coal, engines were run on all sorts of 
fuel of inferior quality. > 

Although the effects of the war are 
most evident in the case of rolling- 
stock, it is none the less true that 
equipment and plant also suffered from 
the abnormal conditions created by 
the war. It has been found that on 
certain lines the speed of trains had to 
be reduced because it was impossible 
to replace worn-out wooden ties. 
Further, in normal times, railway 
plant is constantly being improved 
and added to, and so enabled to meet 
the varying and growing requirements 
of transportation. Such improve- 
ments and additions were completely 
neglected during the war. 

Strictly material damages can be 
made good by a more or less con- 
siderable financial sacrifice. It is, 
indeed, a fact that in all cases countries 
have commenced to rebuild their rail- 
ways and their rolling-stock. Though 
it was true that immediately after the 
war the chief cause of the transporta- 
tion crisis was the fact that lines had 
been destroyed and that there was a 
shortage of rolling-stock, the *same 
cannot be said today. Difficulties of 
a material nature have been overcome 
to a large extent. We may say that in 
certain countries the general condition 
‚ of railway equipment is satisfactory. 

Apart from these material difficulties, 
there is the shortage of coal for rail- 
ways—a shortage which has seriously 
impeded regular operation. The coal 
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shortage has been caused in a general 
way by the diminution in production, 
partly as a direct result of the war, 
partly by reason of the introduction 
of the eight-hour day, and partly as a 
result of social troubles, strikes, etc., 
which have occurred in a great number 
of countries. At the present time, 
however, we think that we have 
reason to be optimistic, and to hope 
that the coal problem has already 
been solved so far as railways are con- 
cerned. Production has recommenced, 
and the same is true of export. 

Prices remain high compared to 
pre-war figures, but this circumstance 
is chiefly due to currency depreciation. 

Attention should be drawn to *an- 
other conclusion of a general nature. 
The consumption of fuel per train 
kilometre has greatly increased. This 
increase is due to two causes: one, of 
a temporary nature, is the poor quality 
of the coal used; the other, which it 
may be predicted will prove permanent, 
is connected with the development of 
a characteristic feature in the technical 
progress of railways, which has received 
considerable impetus from the neces- 
sities of the war; that is to say, the 
increase in the weight of trains. 

In Europe before the war, as a re- 
sult of the abundant supply of labor 
and the facilities for obtaining supplies 
of fuel, it was possible to operate the 
railways with a large number of trains 
and small loads. In America, on the 
other hand, where more powerful 
engines were used, it was the practice 
to concentrate traffic in heavy trains. 
Experience has shown that the latter 
system is preferable from the point 
of view of the cost of operation. We 
might also mention the example set 
“у the Americans in France, where 
they operated the lines leading to their 
ports of disembarkation according 
to their own methods. 

The increase in the weight of freight 
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, trains may, therefore, be regarded as 
* one of the valuable results of the war; 
this increase tends to lead to the same 
proportions as in America. It leads 
to reduction in freight rates, but in- 
volves the introduction of certain 
technical improvements; among others, 
the establishment of a continuous 
brake on freight trains. 

In all countries without exception, 
railway tariffs increased considerably 
during the war, and even more during 
the period immediately following it. 
During the long period of peace which 
preceded the war, a general and con- 
stant tendency to reduce railway 
tariffs had become apparent. Gen- 
erally speaking, this reduction did not 
apply to transportation rates; only 
certain classes of freight had the 
benefit of reduced tariffs, which, while 
lowering the average level of prices, 
largely developed traffic. 

This tendency was the expression of 
& -sound economic idea, beneficial 
alike to the public and to the railways. 
If general expenditure increased on 
account of the inevitable development 
of plant and the increasing com- 
plexity of administration, gross ex- 
penditure on the other hand dimin- 
ished as a result of the constant 
progress made in technical matters, 
which allowed the employment of 
more powerful and more economic 
engines, of large capacity cars, and 
of improved equipment in general. 
Railway operation tended more and 
more to pass under the eccntrol of 
governments which were readily in- 
clined to make experiments in reducing 
rates, even without knowing before- 
hand what the results would be. 
Keen competition of producing coun- 


tries in the world’s markets had а“ 


certain influence, and led to ax attempt 
to overcome the obstacle presented 
by customs’ duties by means of re- 
duced freight rates. 
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The present economic upheaval has 
not only checked these tendencies, 
but has also brought about a movement 
in the opposite direction, and led to an 
enormous increase in the cost of 
transportation. 

As a general rule the increase in rates 
begins with the abolition of existing 
facilities, the next step has been a 
systematic increase in rates strictly 
so-called; that is to say, all prices were 
raised on a fixed scale, or more often 
according to complicated rules—by 
applying different rates according to 
the distance and the means of trans- 
portation. As a general rule the pro- 
portion of increase was lowest in the 
case of the cheapest transportation. 
In certain countries the increases in 
the price of transportation have been 
less in the case of freight, the increase 
in the price of which had been the 
highest, such as coal or essential 
articles. The rate of increase varies 
from one country to another, and is 
naturally much greater in countries 
with a depreciated currency. 

We may say that a real increase in 
the cost of railway operation has oc- 
curred in countries as a result of the 
adoption of the eight-hour day, the 
falling off in the discipline of the staff 
and for other reasons. It may further 
be noted that a certain lapse of time 
always occurs between the appearances 
of the causes leading to a rise in prices 
and the increase in tariffs. It is natu- 
ral, indeed, that countries. should 
feel unwilling, where the railways 
are operated by the state, to adopt, 
or where they are operated by private 
companies, to sanction increases in 
rates which they have reason to fear 
will react on the cost price of the 
necessities of life. This delay in 
raising rates has gravely imperiled 
the financial position of the companies. 
For this reason their annual balance- 
sheets show large deficits, which would 
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have been wholly or partially obviated 
if rates had at once been raised to meet 
the cost of operation. 

The increase in railway tariffs is 
only one of the aspects of the general 
rise in wages, the cost of raw material 
and of the depreciation of currency. 
It is necessary, however, to add that 
in the countries which have suffered 
least from the war a certain tendency 
to counteract further increases is al- 
ready becoming apparent in connection 
with transport. Since the level of 
transport rates, the price of goods and 
the cost of labor are all to a certain 
extent interdependent, it is clear that 
to escape from this vicious circle 
a beginning must be made with the 
first of these factors, which can be 
modified much more easily than the 
general conditions of production since 
it is the more intimately connected 
with the control of state finances. 
As for the financial situation of rail- 
ways, it may be mentioned that the 
net receipts on all systems without 
exception fell off during and after the 
war; this decline was not the result 
of inadequate receipts, but of the great 
increase in expenditure which the rise 
in tariffs had not followed sufficiently 
closely. Almost all administrations 
thus show an annual deficit, but these 
deficits are shown in very different 
figures in different countries. Certain 
countries calculate this deficit taking 
into account the charges connected 
with capital, others do not take this 
into account, and simply compare 
qperating receipts and expenditure 
during one year. Heavy deficits are 
due primarily, as we have already 
pointed out, to the fact that tariffs 
were not raised in proportion to the 
increase in the cost of operating ex- 
penses. The confusion, indeed, ne- 
cessitated a larger number of em- 
ployees, but there were other still 
more noticeable causes, among others 
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the eight-hour day, which led to an 
increase in the number of the staff. 
and it must be remembered that this 
happened at a time when wages were 
increasing much more rapidly than 
rates could be raised. The rise in the 
price of fuel has also considerably 
aggravated the financial position, but 
this factor is very insignificant com- 
pared to the problem of staff. If we 
consider that the expenditure on staff 
in an organization common to all 
European railways represents at the 
present time seventy to eighty per 
cent of the total working expenses, it 
wil be easily understood how com- 
pletely the restoration of railway 
finances is bound up with the question 
of the number and remuneration of 
the staff. 

For all these reasons it is probable 
that great efforts and much time will 
be needed before we can return to the 
former balancing of revenue and ex- 
penditure. 


TRANSPORT BY WATER 


With regard to transport by water, 
conditions similar to those which we 
have just described have arisen in 
the countries which have been the 
scene of hostilities, particularly in the 
north of France. In these districts a 
great number of waterways have been 
seriously damaged. A large propor- 
tion of the craft available for inland 
water transport has been destroyed. 
In other countries, however, the water- 
ways have remained intact, and there 
has been no very considerable loss 
of tonnage. It is true that the upkeep 
of waterways has not always been 
carried out adequately, but we may 
say, nevertheless, that the problem 
of transportation with regard to in- 
land water transport, has not been 
influenced by the results of the war tc 
the same extent as transport by rail. 
With the exception of a few very rare 
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cases, the damage caused to ports and 

Acanals did not impede traffic, and at 
present, unlike the case of railway 
rolling-stock, a surplus of tonnage for 
inland navigation already exists in 
certain places. 

The following conclusions of a 
general nature may be drawn from the 
present situation with regard to in- 
land navigation in European countries. 
Water transport has also been dis- 
organized by the war, but this dis- 

t organization is due to damage result- 
ing from political and economie causes, 
such as new frontier lines, and only 
a very small part of it is due to ma- 
terial damage. 

From a technical point of view, 
inland navigation made по progress 
during the war; nevertheless, mention 
should be made of the tendency which 
many countries have shown to ex- 
tend their system of waterways, to 
improve and enlarge their ports, and 
to provide them with the necessary 
equipment. It would, however, be 
useless to expect immediate results 
from these expensive schemes, for 
unfavorable financial conditions will 
impede their carrying out. 

With regard to conditions of op- 
eration, it was to be expected that the 
price of water transport should in- 
crease much more rapidly than that 
of railway transport. Railways are 
almost everywhere administered or 
controlled by the state, and the govern- 
ments have prevented any larger in- 
crease in rates as long as possible. 

Navigation, on the other hand, is 
almost exclusively in the hands of 
private companies or undertakings; 
it therefore adapted itself immediately 
to the conditions both of the demand 
for transportation and the increase in 
freight charges. n 

The result of this was that at certain 
periods the cost of transportation by 
water became much higher than that 
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of transportation by rail, but this 
circumstance must be regarded as only 
temporary. Freight rates have begun 
to decrease, and when the scale of 
prices becomes more and more stable, 
navigation will once more offer its 
services under more advantageous 
conditions, particularly for long dis- 
tance freights and goods which cannot 
pay high transportation rates. 

This, opinion is only valid on the 
supposition that the railway admin- 
istrations in different countries will 
sooner or later return to a method of 
operation which is healthy and eco- 
nomic in the real sense of the word. 


GENERAL EFFECTS OF THE READJUST- 
MENT OF FRONTIERS UNDER THE, 
New Constirurion or EUROPE 


The war has not only had these, so 
to speak, direct, and from a certain 
point of view, temporary, effects; the 
influence of new frontiers and the 
creation of new states, and the very 
principle of the reconstruction of 
Europe by the treaties of peace has 
been also of permanent importance 
where transportation conditions are 
concerned. 

It is well-known that the funda- 
mental principle on which the new 
territorial order of things was based 
was the principle of nationality. That 
is to say that when fixing the new 
frontiers the first consideration was 
the nationality of the inhabitants and 
the national sentiments of the popu- 
lation. 

'This* necessarily involves conse» 
quences harmful from an economic 
point of view; it has also been seen 
that in several cases economic unities 
have been dismembered, likewise the 
creation of new states by altering 
frontiers has led to new conditions 
from the point of view of railways. 
The most important territorial changes 
have made the existing international 
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stations useless, and have made it 
necessary to build new ones. Inter- 
national stations are complex organi- 
zations, the development of which 
generally requires a long period of 
years. It is necessary for them to 
be provided not only with railway 
equipment, properly so-called, but 
also with accommodation for customs, 
for sanitary inspection, for posts, 
for police, and to be subject to proper 
regulations. The giving up of the 
already existing international stations 
with a view to constructing new ones 
imposes a very severe burden on the 
states concerned. 

The number of international stations 
which have thus been transferred is 
very large. We need only mention 
that in the case of Austria alone, 
at least fifteen stations of this kind 
will have to be dealt with by new 
agreements. In Hungary, where transit 
traffic required fourteen international 
stations, forty-six are now necessary, 
most of which are not suitable for the 
purpose for which they are being used. 
Czecho-Slovakia needs thirty new in- 
ternational stations for its traffic with 
Austria and Hungary. It is not neces- 
sary to add these figures together, as 
each state considers that the joint sta- 
tion should belong to it, but in any case 
there is extremely urgent work to be 
carried out, and there are no funds with 
which to do it. ~> 

The greater railways had followed 
routes which corresponded to the 
economic policy of the countries they 
traversed rather than to locab topo- 
graphical and geographical conditions. 
Technical progress and the possibility 
of drawing on unlimited financial re- 
sources, made it unnecessary to re- 
„strict the choice of routes. Thus, 
it became a simple matter to trans- 
form these lines into a political in- 
strument of prime importance by 
creating distinct currents of transport, 
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even if this operation revealed the 
influence of considerations alien tos 
natural economic conditions. The de- 
struction of certain political organi- 
zations, and the creation of others, 
inevitably diverted the currents of 
traffic from their original channels. 
Thus, the existing railways were likely | 
to find themselves in the position of 
rivers suddenly deprived of the streams 
which feed them, while great masses 
of passengers and freight blocked lines 
which were not prepared to carry 
them. The most characteristic mani- 
festation of this phenomenon was in 
the part of Central Europe which 
formerly constituted the Austro-Hun- 
garian Empire. The Austro-Hun- 
garian railway system gave almost 
exclusive preference to lines running 
from north to south, which fell in with 
the plan to foster relations between 
the regions of Bohemia, Silesia and 
Galicia (which were rich both in 
agricultural and mineral products) 
with the almost completely non- 
productive alpine districts. Further- 
more, all the lines converged on the 
two capitals, so that communications 
from west to east were rare; it is true 
that this is the direction of the great 
Danube waterway, but the require- 
ments of modern transport are such 
that they can only partially be met 
by the use of waterways, all the more 
when such waterways are not yet 
supplied with adequate equipment. 
The new states, which lie chiefly 
from east to west, prefer lines running 
in that direction, and it remains to be 
seen if and to what extent these 
tendencies correspond with natural 
conditions which are really favorable 
to lines running from north to south, 
as these connect countries which 
differ in climate and production. 
There should be no doubt, however, 
that, pending a new organization in 
the future, the overthrow of the former 
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organization will increase the diff- 
+ culties in exchanges. It is clear that 
only a consistent effort during many 
years can adapt the European railway 
system to the new political formations, 
especially as the work of reconstruction 
will be extremely slow. It is true that 
the newly formed states have very 
large programs for railway construc- 
tion to meet the requirements of the 
national policy adopted by each of 
these states, but the general economic 
position will prevent these schemes 
being carried out in the near future. 
We must therefore count rather on the 
effect of measures taken to utilize ex- 
isting lines and plant in spite of the 
difficulties in the way. 

Apart from these difficulties of an 
economic nature, we must also refer 
to a factor of a political character: 
the natural predominance, not only 
in the newly formed states, of the 
desire for a strictly national policy 
which, is given preference over all 
other considerations, including the 
most important economic factors. In 
all European countries without ex- 
ception such tendencies have been 
noted during the war, to the detriment 


of the economic yield of the European · 


transportation system. 


INTERNATIONAL ENDEAVORS TO Re- 
ORGANIZE TRANSPORTATION IN 
EUROPE 


These various factors would make 
the situation almost hopeless were it 
not for the fact that we can, at the 
same time, report attempts which have 
been made to meet the economic 
situation. The very difficulties which 
have been experienced have given rise 
to & consciousness on the part of the 
European States of the absolute ne* 
cessity to attempt at least tp examine 
these problems from an impartial 
point of view, and to unite in seeking 
for a remedy. We therefore see that, 
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little by little, although to an insuffi- 
cient extent at present, a series of . 
international agreements have been 
concluded with a view to improving 
transportation conditions. It might 
be well to give a short summary of 
these various attempts in chrono- 
logical order: 


1—Conference on Passports and Cus- 
toms Formalities 

With the object of removing as far 
as possible the difficulties impeding 
international passenger traffic, the 
Provisional Committee for Communi- 
cations and Transit of the League of 
Nations sent out invitations to a 
conference which was held in Paris 
from October 15 to 21, 1920. Twenty- 
two states were represented there. 
The conference dealt with questions 
of passports, customs formalities and 
through tickets. The most impor- 
tant measures which the governments 
were invited to adopt are the following: 


1. The establishment of a uniform type 
of passport for all countries; 

2. Passport to be valid for two years or, 
in exceptional cases, for one journey only; 

8. The fee charged shall not be of a 
fiscal character; 

4, Diplomatic passports will only be 
granted to persons falling within certain 
specified categories; 

5. Preliminary visas (ie., visas granted 
by the authorities issuing the passport) 
will be abolished as far as possible; 

6. Exit visas will be abolished for all 
travelers except nationals; 

7. Бог passports issued for a single 
journey, the duration of validity of the 
visa will be the same as that of the pass- 
port; for passports issued for two years, 
the visas will be for one year, in all but 
exceptional cases; 

8. The maximum fee for a visa shall be 
ten gold francs; 

9. Transit visas will be issued at once, 
solely upon production of the entrance 
visa for the country of destination; 
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10. The duration of validity of a transit 
visa shall always be the same as that of 
the entrance visa of the country of des: 
tination; 

ll. The maximum fee charged for a 
transit visa shall be one gold frane. 


Up to the present time various 
governments have considerably de- 
creased the formalities with regard to 
passports and customs. À certain 
number of governments have even 
suppressed visa formalities in the case 
of mutual traffic between their nation- 
als, and in certain cases the passport 
system has even been abolished. Cer- 
tain countries, particularly those situ- 
ated in Eastern Europe, at present 
find it impossible to make any con- 
siderable change in the system in 
force. А Conference of Succession 
States of the former Austro-Hun- 
garian Monarchy was convened at 
Gratz on January 18, 1922, with a 
view to considering the best means 
for applying the resolutions of the 
Paris Conference. 


(а) A uniform type of passport. Dur- 
ation of validity of the passport: one year 
at least, except in exceptional cases, when 
a passport is issued for a single journey. 

The fee charged for issue of passport 
shall not be of a fiscal character. 

(b) Preliminary visas shall only be 
insisted on in cases where the validity of 
the passport is subject to doubt. They 
will always be given free. 

(c) Exit visas to be abolished. 

(d) Entrance visas shall be valid in 
principle for the same period as the dura- 
tion of the passport. The fee for an en- 
trance visa for a year shall be teh gold 
francs. 

(e) Transit visas shall be, as a general 
rule, issued without enquiry, and their 
validity shall be the same,as that of the 
destination visa. The fee for a transit 
visa shall be one gold franc. 

These various decisions, and a number of 
other decisions of the same nature, have 
been the subject of a Convention between 
the Succession States. 


£.—General Conference at Байла - 


With a view to providing measures 
for insuring freedom of transit on all 
lines of communication, and guarantee- 
ing equality of treatment for passenger 
and freight traffic on waterways of 
international concern, a conference 
met at Barcelona on March 10, 1991, 
which was attended not only by a 
great number of states’ members of 
the League of Nations, but also by a 
certain number of countries which 
were not members of the League of 
Nations—in all forty-four states were 
represented there. Two important 
questions were the subject of inter- 
national conventions drawn up and 
concluded at the Conference of Bar- 
celona, namely, the question of traffic 
in transit, and the question of traffic 
on navigable waterways of inter- 
national concern. 

As is well known, the tert "traffic 
in transit" is applied to persons or 
goods transported across the terri- 
tory of a state, although both their 
points of departure and destination 
lie outside that state. Such traffic 
stands in special need of international 
guarantees. For, in the case of the 
transport of goods intended for ex- 
portation or importation, a state 
which hinders or prevents the free 
passage of such traffic may indirectly 
retard the economie recovery of the 
world, and consequently injure the 
whole community of states; directly, 
however, it only injures either the 
exporting state, in so far as it hinders or 
prevents the transport of imported 
produce, or else the importing state, 
if, for example, the latter should re- 
quire raw material which the state 


"itself exports, and which it would not 


allow to he transported across its terri- 
tory for the purpose of exportation. 
In the case of traffic in transit, on the 
other hand, any interruption or hin- 
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drance injures states which are third 
parties, both those which export and 
those which import the gocds, the 
free passage of which is interrupted. 
Such an interruption gives rise inevi- 
tably to reprisals and counter-measures 
being taken, the effects of which it is 
impossible to limit. 

The object, therefore, of the Inter- 
national Convention of Barcelona on 
Freedom of Transit is to prevent such 
interruptions or hindrances from tak- 
ing place. To that end, it establishes— 
subject to legitimate reservations with 
regard to police measures, national 
security, etc., and subject to the 
necessity of complying with local 
conditions in the various parts of the 
world—complete freedom of transit. 
Equality, in this sphere, as ir many 
others, is an essential condition of 
freedom. Without equality of treat- 
ment the current of traffic would be 
subject to onerous conditions and 
would be automatically held up owing 
to the natural effects of commercial 
competition. 

On the other hand, once this freedom 
and this equality are admitted, inter- 
national commercial competition will 
be able to continue unchecked, and 
traffic in transit will enjoy species of 
immunity which would be to the ad- 
vantage of all parties. 

The same principles of freedom and 
equality which, in the case of rail or 
water-borne traffic in general, аге only 
applied to traffic in transit, are, on the 
other hand, in the special case of goods 
transported on waterways of inter- 
national concern, applied to every 
category of transports, including im- 
ports and exports and internal traffic. 
The Barcelona Convention regarding 
the international régime of navigable 
waterways laid down exact rules for 
navigation on these waterways The 
term '*waterways of international con- 
cern” is applied to waterways accessi- 
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ble to ordinary commercial navigation 
and providing more than one state 
with an outlet to the sea. Such water- 
ways have, long been the subject of 
general or private international agree- 
ments. More than a century ago the 
French Republie had already pro- 
claimed the complete freedom of 
navigation 814 the equality of flags on 
these waterways, which at that time 
were called ' international waterways.” 
The Congréss of Vienna had already 
attempted tà, draw up measures in 
order to apply\these principles which, 
as a matter óf fact, governed the 
regulation of navigation during the 
nineteenth century Оп the great Eu- 
ropean internation’! waterways, such 
as the Rhine and the Danube, as well 
as on the great African rivers. The 
necessity for internatióDal coöperation, 
in order to utilize in a rational manner 
these great traffic routes, is obvious. 
A state traversed by such а waterway 
could not monopolize it ior its own 
benefit without injuring НзёЙ, as the 
other riparian states would exercise 
their monopoly in the same way. 
States situated up-stream on great 
international rivers, would suffer par- 
ticularly from this lack of liberty, 
especially states deprived of an outlet 
to the sea. For the latter, freedom of 
navigation on waterways of interna- 
tional concern is only another way of 
stating their right to have free access 
to the sea. It must be admitted that 
the new map of Europe, as it appears 
since the conclusion of the different 
treaties of peace, contains quite” а 
considerable number of states land- 
locked or partly so (in this respect 
by states partly land-locked we mean 
states whose access to the sea is in- 
sufficient in proportion to their area 
and their importance). When we 
carefully examine the new map of 
Europe we see the vital interest that 
the conclusion of conventions on 
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freedom of transit and on the régime 
of waterways of international concern 
presents for the above-mentj;oned class 
of states. : 

Had the Barcelona Conference de- 
sired to confine itself to {Һе general 
lines of its program, it моца, strictly 
speaking, have been entitled to deal 
only with waterways of iternational 
concern, without touching upon the 
general régime of пиро on other 
waterways. Р 

As, however, а certain number of 
states showed themsely¥es to be ready 
to accept at once, buf subject to rec- 
iprocity, certain obligations affecting 
all their waterways, and not only 
waterways of int&rnational concern, 
an additional Protocol was drawn up 
to which сега states have already 
adhered; this /will enable freedom 
of communications on «waterways 
throughout the world to be developed 
gradually, and by a simple procedure 
whenever the states shall so desire. 

кешу number of rati- 
ficatións having been received on 
August 2, 1922, the convention on 
freedom of transit and the convention 
on the régime of waterways on inter- 
national concern will come into force 
from October 81, 1922. In addition 
to these conventions, the Barcelona 
Conference also adopted a recom- 
mendation concerning a statute for 
ports placed under an international 
régime, and a series of recommendations 
with regard to the régime of railways. 


$.—The Conference of Porto Rosa 


With a view to settling a certain 
number of questions concerning com- 
munications and transportation, and 
facilitating economic changes, a Con- 
ference of the Succession States of 
the former Austro-Hungarian Mon- 
archy, at which representatives of 
Great Britain and France were present 
with equal powers, met at Porto Rosa 
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in October, 1991. In view of the 
difficulties of a political nature which 
arose at the very moment when the 
conference was meeting, it is all the 
more striking and all the more in- 
teresting that remarkable.results were 
achieved. The results of the confer- 
ence may be summarized as follows: 


1. Postal and telegraphic convention, 
particularly dealing with the reduction on 
the general tariff of the postal unit between 
Succession States in the case of postal 
orders, etc. 

2. Convention on railway traffic fixing 
the principles of coöperation in the case 
of direct services, and the opening of 
frontier stations, etc. 

8. Decision with regard to the immedi- 
ate provisional allocation of Austro-Hun- 
garian rolling-stock not yet allocated be- 
tween Succession States, and tberefore 
immobilized. 

This decision is of considerable prac- 
tical importance for the resumption of 
traffic between these states. 


4.—Transport Commission of the Genoa 
Conference 

The International Economic Con- 
ference which was held at Genoa in 
April and May, 1922, likewise dealt 
with transportation problems in Eu- 
rope. In the resolution adopted by 
the conference a desire is expressed 
that European States should continue 
to devote their unremitting efforts to 
the restoration of all means of trans- 
port at their disposal and to the re- 
moval of every obstacle affecting 
international communications, since 
efficient transport is an essential re- 
quisite for the revival of European 
trade. It is also essential that the 
conditions of international transport 
should be determined solely by com- 
mercial and technical considerations: 


. Resolution 1 


All European States should maintain 
their efforts to restore or improve the 
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organization of their railways, their ports 
and their maritime and fluvial means of 
communication. If these railways, ports 
or means of communication are not in a 
satisfactory condition, and if the stzte con- 
cerned has not at its disposal the necessary 
resources to secure their restoration, steps 
should be taken without delay to procure 
for it the necessary assistance. 


It is desirable that all European 
States, signatories of the conventions 
concluded at Barcelona, should ratify 
these conventions as soon as possible 
if they have not already done so, and 
that the European States which are 
neither signatories of these conventions 
nor parties thereto should put their 
provisionsinto operation without delay. 

The European States represented 
at Genoa deem it desirable that the 
conventions relating to ports and 
railways contemplated by the treaties 
of peace should be prepared and put 
into operation as soon as possible. It 
is also laid down as desirable that the 
competent technical organizations of 
the League of Nations, with the ad- 
dition of one representative of any 
state which is not a member of the 
League, in cases in which such state 
may be interested, should examine 
from time to time the progress achieved 
in carrying into effect the above pro- 
visions, and that they should summon 
to this end, with the consent of the 
states concerned, special conferences 
of experts. 

The resolution of the Genoa Confer- 
ence also provides for the convening 
of a conference of technical representa- 
tives of all the railway administrations 
of Europe and other countries inter- 
ested, in Paris, so that all possible 


steps may be taken without delay to. 


reéstablish international traffic, under 
conditions at least as satisfactory as 
those existing before the war. The 
purpose of this conference, therefore, 
is that the railway administrations 
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should immediately take all steps in 
their power, and that their repre- 
sentatives should agree on the propos- 
als to be submitted to their respective 
governments in respect of such further 
action as may require governmental 
intervention. 

Among the principle items on the 
agenda of this conference should be 
the question of through tariffs, and 
the mitigation of the impediments to 
international transport occasioned by 
exchange fluctuations. 

We have very briefly summed up 


'the various attempts which have been 


made by European States to improve 
transportation conditions. "This short 
summary clearly shows the tremendous 
difficulties which stand in the way of 
the achievement of this improvement, 
and yet the only way for European 
Statesthrough their difficulties to safety 
1s that of international coóperation. 
We may perhaps hope that a day 
will come in the distant future when 
the problems of transportation be- 
tween different European States will 
be similar to those of traffic between 
the different states of & country like 
the United States of America. Then, 
and such is the conclusion arrived at 
by this enquiry, the material diff- 
culties, which are much less serious 
than those resulting from the dis- 
регза] and lack of coordination of 
activities, wil soon disappear. In 
spite of the. pessimism that might 
arise, were we only to examine the pres- 
ent ‘European situation, we must still 
remain optimistic to a certain exterft, 
and we must pay a tribute to the at- 
tempts which have been made towards 
international organization in Europe, 
which are certainly very insignifi- 
cant compared to what has been long 
since achieved in America, but which 
are, nevertheless, the initial steps in a 
movement, the force behind which will 
perhaps be revealed by future events. 
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HE problem of reconstruction in 

the cotton trade is, in the writer’s 
view, fundamentally a question of the 
supply of raw material, rather than 
of manufacturing capacity, or of the 
world’s desire to consume, or power to 
pay for the goods. As will be seen 
from the tables annexed, the world’s 
active spindleage today is substan- 
tially above pre-war figures, even 
after deducting the spindles in coun- 
tries such as Russia, which are for 
the time being entirely out of com- 
mission; and the actual consumption 
of all kinds of cotton during the past 
season has been at the rate of 92.5 per 
cent of pre-war figures (1912-13), 
while the world’s crops for 1921 were 
only about 70 per cent of those of 
1919. 

The problem of the raw material 
supply is not a new one in the cotton 
trade. As early as the beginning of 
the century those who took a long 
view of world conditions had become 
seriously alarmed about the prospects 
of supply in the future. The world’s 
crops were increasing at a fairly rapid 
rate, but the potential demand for 
cotton was increasing still faster, and 
it was felt that the time might not be 
far distant when the point of actual 
ScÁrcity would arrive. By 1914, this 
feeling had been considerably in- 
tensified on account of the development 
of the situation in the American 
Cotton Belt. Owing to the rising 
cost of production, particularly the 
increased labor cost, many of the 
planters were finding it difficult to 
make ends meet. especially in those 
years when, owing to a bountiful 


crop, prices were inclined to sag. As 
the possibility of diversification was 
increasing, even in those parts of the 
Belt which hitherto possessed no 
other money crop but cotton, the 
compulsion to grow cotton was less- 
ened, with the result that cotton 
prices had developed a peculiar cycle. 
A big crop meant a lower price, which 
was promptly followed by a curtail- 
ment of the acreage in the following 
year. Other things being equal, this 
meant a short crop and a rise in price 
again. This state of afiairs was un- 
questionably bad for everyone con- 
cerned. The manufacturers and users 
of cotton had no sooner got accus- 
tomed io what they regarded as a 
reasonable level of prices, which en- 
abled them to increase their output 
and spread their connections, when 
the rise of price checked business 
again. As a result of these conditions 
it was strongly felt in Lancashire 
that the world required not merely 
a steady increase of the total cotton 
supplies, estimated at about a million 
bales per annum, cumulative, but also 
that the new sources of supply should, 
as far as possible, be developed in 
other parts of the world where the 
labor supply would be cheaper, and, 
particularly, where the climatic vari- 
ations would at least not be the same 
as those in the United States; so that 
a bad year in that part of the world 
might be set off by more favorable 
conditions elsewhere. 

These pre-war conditions were in- 
tensified by the war. The first effect 
of the war in Europe was to cause a 
heavy fall of prices, which resulted 
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_ in а sharp reduction of cotton acreage 
everywhere (except Russia) in 1915; 
and roughly speaking, this state of af- 
fairs continued in most cotton countries 
throughout the war, the world’s sup- 
.plies being reduced by about 20 per 
cent. On the suspension of hostil- 
ities it was hoped that there would be 
& quick return to normal production; 
but, unfortunately, the post-armistice 
slump again seriously discouraged the 
planters, and led to a comparatively 
small acreage іп 1919. Asit happened, 
the weather in the Southern States 
that year was, on the whole, unfavor- 
able, especially during harvest time, 
and the crop was well down to the low 
average of the war—12,218,000 bales, 
including linters. The trade was there- 
fore in a very bad position to meet 
the extraordinary increase of demand 
which broke over the whole world 
like a tidal wave during the winter of 


1919-20. In the case of cotton goods, 


the difficulty was not primarily raw 
material, because, owing to the effects 
of the war and other disturbances, 
e.g., the devastated areas in France 
and Belgium, the revolution in Russia, 
the difficulty of getting raw material 
into enemy countries, and the re- 
duction of the hours of labor through 
the general adoption of an eight-hour 
day, the world’s capacity to produce 
cotton goods was substantially re- 
stricted. If it had been otherwise, 
and the manufacturers had been able 
to accept anything like the whole 
of the offers with which they were 
inundated, the world's available cotton 
supply would have been eaten up in 
six months; even as it was, the ap- 
parent approach of shortage sent 
cotton prices sky high, and levels were 


touched almost equal to the more ог” 


less mythical records of the cotton 
famine of the sixties, and jhe still 
higher levels of the early nineteenth 
century, due to the Napoleonic Wars 
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and the consequent troubles between 
England and America. 

When the slump came in the spring 
of 1920, as the result of the adoption 
of a deliberate policy of deflation 
in the United States and Great Britain, 
the cotton trade was one of the first 
to feel the effects, and middling 
American cotton in New York fell 
from 48.75 cents in July, 1920, to 
10.85 in June, 1991, which was well 
below pre-war prices. Once more the 
old vicious circle came into play. 
In 1921, the cotton acreage in the 
United States was again severely 
restricted, although there is, unfor- 
tunately, no certainty as to the extent 
of the reduction, owing to an extra- 
ordinary muddle with regard to the 
estimates of acreage. But it is clear 
that the acreage in 1921 was at least 
18 per cent less than the figures 
touched in pre-war years (30,509,000 
acres harvested, against 37,089,000 in 
1918), and from this area a crop of 
only 8,875,000 bales (including linters) 
was gathered, being the smallest crop 
since 1895, while the average yield 
per acre, 124.5 Ibs., is the lowest on 
record. Yet even this unprecedented 
reduction of the supply failed to main- 
tain a sufficiently high level of prices 
during the winter of 1921-22 to per- 
suade the cotton planters to return to 


'pre-war acreages in 1999. The reason 


was that, owing io the extraordinary 
strangulation of demand during the 
season 1920-21, there remained at 
the end of that season, an absolutely 
unpreéedented world’s carryover of 
American cotton of nearly ten million 
bales; while the ideas of the whole 
trade with regard to consumption had 
been brought down to such a low level 
that most people had ceased to con- 


‘sider the comparison with pre-war 


figures, and were inclined to think 
that the world had entered upon a 
new phase of poverty, as the result 
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of which consumption could never 
again hope to touch pre-war levels. 
That idea, however, was quickly 
modified by the unexpected recovery 
of the demand during the season 
1921-22. The International Feder- 
ation statistics show that the world’s 
total consumption of American cotton 
for the season was fully thirteen 
million bales (including linters), so 
that the excess of consumption over 
production had in one season wiped 
out the abnormal carryover of the 
previous season. Thus the results 
of one season, entirely abnormal in 
regard to demand, had been com- 
pletely reversed by another, equally 
abnormal in regard to supply. 

It would be out of place here to dis- 
cuss the general arguments with re- 
gard to the policy of deflation; but 
the one aspect of that question which 
the writer desires to stress is that, 
so far as cotton was concerned, the 
fall of prices.was certainly not due 
to the return of world conditions to a 
state of normal supply, though the 
fact of the 1920 crop being relatively 
large had helped in that direction. 
As a matter of fact the crop of 18,- 
750,000 bales in that year was the 
largest since 1914, though still far 
short of pre-war record figures (17,- 
000,000 bales in 1914). Unfortunate- 
ly, instead of this recovery continuing, 
the 1991 crop provided the climax 
to the whole policy of restriction, 
and the question now is, what is going 
to happen in the future? 

* As regards the immediate future the 
questiorr turns on the outcome of the 
192% crop. The acreage shows an 
increase of about 10 per cent, leaving 
it still distinctly short of pre-war 
records, but the season so far has been 
unfavorable, especially in one respect. 
The disastrously low average yield 
of the 1921 crop was due very largely 
to the depredations of the boll weevil; 
but it now appears that the damage 
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due to this source may be at least as 
bad this year, and the fact has to be 
faced that the boll weevil has intro- 
duced an entirely new factor into the 
preblem. This pest has now covered 
practically the whole Belt, and it has 
reduced the average yield from some- 
where in the neighborhood of 200 Ibs. 
per acre to something nearer 125. 
The consequences are extremely serious 
in more ways than one. Such a re- 
duction of the yield per acre means not 
only & substantial reduction of the 
world's cotton supply, butit alse means 
that the cost of production of the 
American crop, which still practically 
rules the world price of cotton, has 
been substantially raised. Before the 
war, the writer had calculated that, 
unless the price of cotton in New 
Orleans was about twelve cents a 
pound, it did not pay many of the 
growers, especially in. Texas. It is 
impossible to say now what the cor- 
responding figure would be under the 
changed conditions both of yield and 
cost of production; but probably 
somewhere about twenty cenis would 
be nezrer the truth, and, even at that 
price, we cannot hope for an acreage 
more than pre-war, or a crop of much 
over ten million bales except in very 
favorable seasons. Had anyone pre- 
dicted such а situation in the years 
before the war, he would have been 
regarded as a pessimist to the verge 
of lunacy. 

Nor is there any material hope 
of relief from existing stocks. The 
world’s carryover has now been re- 
duced to about five million bales at 
the end of the season, as against 
about four million bales in pre-war 
times. There may, therefore, be still 


*a small margin available to supplement 


the shortage of supply for this season, 
but that is all. It means, in effect, 
that this year's crop must be ap- 
proximately sufficient to meet next 
winters consumption. What then are 
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the prospects with regard to the 
world’s consumption in the immediate 
future? 

On this point the trade is well sup- 
plied with statistical material. The 
International Federation for some 
time before the war had been providing 
fairly complete and reliable statistics 
of the consumption of cotton through- 
out the world, based on direct returns 
from the actual spinners in every 
country. As these returns cover a 
very large proportion of the world’s 
total mill spindles, it is possible to 
estimate from them the total world’s 
consumption of cotton of all kinds, 
and to compare these totals with the 
world’s production of cotton in each 
season. This balance of production 
and consumption is shown in Table 
A, annexed. During the period of 
the war the Federation statistics, 
of course, could not be collected and 


the other sources used in this table, 


must be taken with reserve; but it is 
possible to bridge over that gap in a 
` way, by carrying on the statistics 
relative to American cotton alone, 
which are much less likely to be un- 
reliable. This table brings out very 
clearly the extraordinary fluctuations 
in the balance, which swings heavily 


from excessive supply to excessive. 


consumption; and it is very interesting 
to notice the effect on prices. For 
this purpose the season’s average 
price of American cotton in Liverpool 
is given, and also (in order to get rid, 
as far as possible, of the effects of 
inflation) the same figures discounted 
by the general level of prices, as shown 
by the Board of Trade Index Numbers. 

For the present, however, the most 
interesting point is to compare the 
post-war consumption with the pre- 
war, and statistics for this purpose 
are given in Table B, showing sepa- 
rately the world's mill consumption 
of American cotton alone, and of all 
kinds. Roughly speaking, the result 


is as follows: during the boom of 
1919-20 the world’s consumption rose 
to about 88 per cent of the pre-war 
figures, the shortage being largely 
accounted for by the reduced hours of 
labor, but the distribution of the total 
throughout the world was very un- 
equal. Great Britain was 82 per cent, 
the Continent only 41.6 per cent but 
America was 112 per cent and the rest 
of the world 114.5 per cent. In the 
following season, 1920-21, which cov- 
ered the worst of the slump as well as 
the coal and cotton strikes in England, 
the world's total was 78.4 per cent. 
England being down to 47.4 per cent, 
while the Continent had risen to 60.8 
per cent. The United States had 
fallen back to 85 per cent, but the rest 
of the world was now up to 126.2 per 
cent. But during the season now 
just closed, namely, to July 31, 1922, 
an extraordinary recovery was made, 
the world’s total being 99.5 per cent, 
while England was 67 per cent and 
the Continent 68.0 per cent. The 
United States was 108.1 per cent while 
the rest of the. world was 140.4 per 
cent. As a matter of fact, the figures 
of the second half year to July 81, 
1922, were even hetter than those 
for the whole season, the improvement 
having been progressive throughout. 

From these figures, it will be seen 
that while the slump of 1920-21 very 
seriously affected the industry in 
Great Britain and the United States, 
the rest of the world was still going 
steadily ahead during that period. 
In ether words, the countries which 
applied the doctrine of deflation had 
to suffer very severe trade depression, 
which did not affect the oriental 
countries to anything like the same 
extent, while most of Europe escaped 
any such depression by continuing 
more or less their policy of inflation. 

It remains then to apply these fact3 . 
in the attempt to forecast the prob- 
able future. So far as England and * 
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the United States are concerned, 
the period of deflation is now ap- 
parently over, and, barring anything 
entirely unforeseen, they may be 
expected to continue the process of 
recovery which has been going on for 
the last twelve months. It must be 
remembered, too, that American con- 
sumption is now a good deal more 
than pre-war, their spindleage having 
been increased by 17.3 per cent since 
1913. The position of India and Japan 
and other non-European countries 
is similar, their spindleage having 
been increased by 40 per cent (4,982,- 
000 spindles); but this means a rela- 
tively large increase of consumption, 
because these countries use more bales 
of cotton per thousand spindles than 
any other countries in the world, 
and Japan and India are still laying 
down new spindles as fast as they can 
get them. India, particularly, is ap- 
parently determined to follow out the 
policy of protection of her local in- 
dustry. As for the Continent of Eu- 
rope, it is very probable that Germany 
and other countries in а similar 
position, where the industry has lately 
enjoyed a fictitious prosperity, will 
have to face a very bad time when 
their process of deflation or stabiliz- 
ation of currencies begins; but whether 
the consequent reduction of their 
consumption will be serious from the 
point of view of the world’s total, it is 
difficult to say. As regards England, 
she has much to gain and probably 
something to lose from the develop- 
ments which still lie in the future. 
It is very noticeable that during the 
past season her exports to India, 
first of yarns and then of piece goods, 
have shown a most astonishing re- 
covery, but whether this is likely to 
continue or not, it would be very hard 
to say. On the whole, however, the 
‘probability is that England’s consump- 
tion will not again sink below recent 


figures, unless prices rise high enough 
to check consumption seriously. 

One other important country is 
Russia, where the consumption of 
cotton in pre-war days was very sub- 
stantial, but statistics in Russia are 
now of almost no value. In any case, 
the importance of Russia’s position 
in the world’s consumption is greatly 
minimized by the fact that a consider- 
able part of her consumption was local 
cotton grown in Transcaucasia and 
Russian Turkestan, and that crop 
has suffered, if anything, a more com- 
plete eclipse than the Russian cotton 
industry. The one, therefore, may 
be set against the other, and, practi- 
cally speaking, Russia might almost 
be excluded from the world’s statistics. 
As it is, she is only credited in Table B 
with 1,100,000 active spindles, as 
against 9,213,000 before the war. 

To sum up, the recovery of the 
world’s consumption during the past 
year has been much more rapid than 
any one expected, and the world is 
now consuming cotton at the rate of 
more than 90 per cent of the 1912-13 
figures, while the production of cotton 
in 1921 was only at the rate of about 
70 per cent, and this year is not likely 
to exceed 75 or 80 per cent of the 
1912-13 crops. It does not need much 
arithmetic to realize that this is a 
state of affairs which cannot continue. 
If the world’s crops do not, within the 
next year or two, make a very re- 
markable recovery from their recent 
low figures, then the world will simply 
be compelled to reduce its consump- 
tion by the fact that the cotton will 
not be there to consume! Then the 
old laws of supply and demand will 
have to settle the question again, and 
the price will have to rise to such a 
height as will limit the consumption 
to the supply available. He would 
be a bold* man who would prophesy 
what that price will be. 
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ALLEN, GEonaE H. The French Revolu- 
tion. Vol. I. Pp. 340, illus. 81. Price, 
$10.00. Philadelphia: George Barrie’s 
Sons, 1922. 


This volume one is the first of four vol- 
umes in which Dr. Allen serves as historian 
to the French Revolution. Volume one 
treats of the prelude to the French Revolu- 
tiqn. The first chapter discusses the 
growth of the French nation; the second 
and third the splendor of the Bourbon 
Monarchy in France and the degradation 
of the Monarchy; while succeeding chap- 
ters discuss the relation of church to state; 
monarchy in the eighteenth century; 
the intellectual movement of the eighteenth 
century; the consequence of the American 
War; futile attempts to meet the financial 
situation which threatened bankruptcy; 
the calling of the States General; and the 
taking of the bastile. 

The careful student will be much de- 
pressed by the publisher’s note which in- 
troduces this volume. This bombastic 
introduction reads more like the prospectus 
of a real-estate speculator than the intro- 
duction to & scholarly book. Moreover, 
the English of this bombast is as poor as 
the note is in bad taste. The author, 
however, usually expresses himself in 
simple English. Some of the chapters 
are unsatisfactory. For instance, one 
chapter is devoted to Louis XVI and Marie 
Antoinette. One-third of the chapter de- 
scribes in general terms these two person- 
ages, the other two-thirds of the chapter 
being devoted to fiscal reforms. And in 
the slight space given to Marie Antoinette 
we learn of the author's opinions about 
her as distinct from the facts. Thus we 
are told that her “thoughtlessness and 
indifference to convention involved her in 
endless troubles and much unpopularity.” 
(p. 168). We are further advised 
“although she never ceased to be a virtuous 
wife, her conduct encouraged.gossip and 
gave rise to many public scandals.” Most 
of the readers would like to have some of 
the facts onTwhich such statements аге 


based. The desire of the author to make 
his work interesting often leads him into 
the error of giving generalizations without 
any basis in fact for the support of his 
generalizations. 

The type of the book is large, clear and 
easy to read. There are numerous il- 
lustrations, all admirably printed. As a 
popular presentation of the factors and 
causes underlying the French Revolution, 
tbe volume should serve a useful purpose. 
The French Revolution will never cease 
to be of outstanding interest to all students: 
of social and public life. The reviewer 
hopes that some day a scholar versed in 
the social sciences will make an analysis 
of the French Revolution from the point 
of view of the social processes of which 
the romantic events of the revolution: 
were but symptoms. 


Proctor, Автнов W. Principles of Pub- 
lic Personnel Administration. Рр. 944. 
Price, 88.00. New York: D. Appleton and 
Company, 1921. 


This volume is devoted to a discussion 
of the facts and principles underlying 
the securing and maintaining of an official 
personnel in public administration. The 
author has been a member of the New York 
Bureau of Municipal Research and under- 
took the investigations leading toward this 
volume for the Institute for Government 
Research of which Dr. W. F. Willoughby 
is director. This volume forms one of the 
splendid series of publications put out by 
the Institute for Government Research. 

The volume includes a discussion of the 
history of public employment; the lagal 
status and orgenization of a Civil Service 
Commission; the purpose and results of 
standardization of public employment; 
and the recruiting and selection, training, 
rating, control advancement and promotion 
of public officials. The book covers in an 
acceptable form the traditional methods 
of Civil Service selection and administra. 
tion. So far as the subject matter treated 
is concerned, legislators, public officials 
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and interested students will find the vol- 
ume valuable and suggestive. The author, 
however, does not attempt to set up a 
standard of practices for public personnel 
service that will tend to secure morale 
and competency in public administration 
as distinct from the prevention of evil 
doing by political progers. 


SrAuP, Sm Jostas, D. Sc. Wealth and 
Taxable Capacity. Pp. 195. Price, 10s. 
6d. London: P.S. King & Son, Ltd., 
1922, 

This book comprises the lectures given 
in February, 1921, at the University Col- 
lege upon current statistical problems in 
wealth and industry. The lectures analyze 
methods of using the chief statistical data 
available in the consideration of problems 
of wealth and industry, and outline some 
of the elementary principles involved in 
the estimating national capital and na- 
tional income in their relation to prices, 
taxation and public debts. 

The most interesting and suggestive 
of the lectures, especially to Americans, 
is the one devoted to “The Limits of 
Taxable Capacity.” Many of the stand- 
ards for testing the limit of taxable capacity 
are set up and examined. One is to get 
the aggregate national income and deduct 
there from the aggregate subsistence level, 
assuming that in case of need all the rest 
could go for public preservation in the 
form of taxation. This test of taxable 
capacity is relative, not merely to our pro- 
duction, but also to how much we desire 
to save and how little we are prepared to 
consume. In describing this and other 
Iumits of taxable capacity, the author sets 
down in the volume reasons why the limit 
of taxable capacity can never be an ab- 
solute or fixed figure; it depends upon 
what the taxation is to be used for; jt de- 
pends upon the spirit and national psy- 
chology of the people taxed, which may be 
influenced by patriotism or sentiment; 
it depends partly on the way the taxation 
is raised, both as to the methods adopted 
and the rate at which the increase is laid 
on; it depends upon the distribution of 
wealth; its rate of increase is greater than 
the rate of increase in wealth, and it shrinks 
more rapidly than the wealth dimmishes. 
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Warsaw, J., Рн. D., Professor in the Uni- ^ 


versity of Nebraska. The New Latin 
American, With an introduction by 
James E. LeRossignol, LL.D., Dean of 
the College of Business Administration, 
University of Nebraska. Pp. 415. Price, 
$3.00. New York: Thomas Y. Crowell 
Company, 1922. 


This is en exceedingly illuminating and 
Зер book and will be of great service 
to the general reading public, as well as 
to those who are planning to give courses 
on Latin American affairs п our universi- 
ties. With Dr. Warshaw’s book available, 
there is no longer an excuse for the failure 
to make the study of Latin American 
affairs an integral part of our university 
curriculum. The book is most compre- 
hensive in content, dealing not only with 
the political, but also with the social and 
economic aspects. It is, therefore, a 
particularly valuable book to place in the 
hands of university students. It should 
also enjoy wide circulation among the 
general public, as it 1s designed not only 
+o interest, but to enlighten the general 
reader. Dr. Warshaw has done a real 
service in making this volume available 
50 the American public. 


Bocarpus, Emory S. А History of Social 
Thought. Pp. 510. Price, $9.50. Uni- 
versity of Southern California Press, 
1922. 


The term ''social thought," as used in 
this book, is taken to mean “а synthesis 
of the observations of individuals about 
the welfare of individuals, considered as 
individuals or as groups," thus including 
the “larger social field as well as the more 
specific one of recent development, namely, 
the sociological.” It is the author's 
judgment that “the time is hardly ripe 
for a history of distinctly sociological 
thought.” 

Writirg a history of social thought, 
thus conceived, is a stupendous under- 
taking, for it must begin with a recognition 
of the social nature of many of the proverbs, 
maxims, fables and myths of primitive 
folk, and it, ought io close with a survey 
of the chief trends in present-day socio- 
logical thought, Between these two ex- 
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tremes, in point of time, there is an almost 
overwhelming abundance and diversity 
of material. It is this material which 
Dr. Bogardus, who is head of the de- 
partment of Sociology at the University 
of Southern California, attempts to cover 
and to classify in the twenty-eight chapters 
which comprise this volume. Among the 
chapter titles are the following: “The 
Social Thought of Ancient Civilizations,” 
"Plato and Grecian Social Thought,” 
“Roman Social Thought,” “Social Thought 
in the Middle Ages,” *''Anthropologic 
Sociology," ''Eugenic Sociology," ‘Psy- 
cho-Sociologic Thought" and “The Rise 
of Educational Sociology.” There are 
separate chapters on some of the leading 
modern writers such as Malthus, Comte, 
Marx, Buckle, Spencer and Ward. 

“Sound social thought needs to be 
democratized, that is, to be made available 
for all people.” These words indicate the 
nature and purpose of this volume. It 
aims to present in a popular, readable 
form to a world of students the best in the 
world’s social thought. Judged by this 
purpose, it is an interesting effort in a 
commendable direction. . 

Janes Н. S. BOSSARD. 


AMERICAN RAILWAY ÁSSOCIATION, Proceed- 
ings of the Session of the. "Telegraph and 
Telephone Section. Held at The Jeffer- 
son, Richmond, Va., March 91, 22, and 
23, 1922. 


NATIONAL Caup Глвов СомміттЕЕ, under 
the direction of Edward N. Clopper, 
Ph. D. Rural Child Welfare. Рр. 8656. 
Price, $8.00. New York: The Macmillan 
Company, 1922. 


Twenty years ago, approximately, the 
growing city and the industrial system 
captured the imagination of the American 
people. Since then, the problems which 
they have created have monopolized our 
altention and our best effort. The prob- 
lem of the rural child, lke other problents 
of rural life, has been neglected in favor 
of its urban complement. City people 
are prone to romance about the sunshine 
and pure air and singing birds of country 
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life, not realizing the tremendous burdens 
and handicaps of rural childhood in numer- 
ous communities where the aggressive 
element has left the farms for the city, 
or where the tide of civilization has been 
slow to penetrate. 

Along comes this timely volume to re- 
mind us, with all the force of a new dis- 
covery, that home life may be as inade- 
quate, depressive and unwholesome in 
the open stretches as in the congested city; 
that agricultural child labor is the common- 
est, even if the least known, form of child 
labor; that, in spite of all the natural 
facilities in country life, the rural com- 
munity is a playless and recrestionless 
community; that juvenile dependency, 
iliteracy, truancy and delinquency are as 
rife in the country as in the city, and more 
dangerous because so largely unattended. 

'This book is distinctly & laboratory in- 
stead of an armchair product. The facts 
presented are based upon a study of con- 
ditions in West Virginia, conducted by the 
National Child Labor Committee. Eleven 
communities in as many different counties, 
including a variety of types and conditions 
of rural life that is probably representative 
of rural conditions all over the country, 
were studied by field workers who, in- 
stead of spending a week or two in a super- 
ficial survey, as has too often been the 
“custom of our caste,” lived a sufficiently 
long time with their facts to fathom them. 
The material is classified and analyzed 
‘under seven chapter-headings which, to- 
gether with an introductory chapter on the 
“Rights of Childhood” by Edward N. 
Clopper, under whose direction the study 
was made, comprise the volume. 

To scientific students, the study stands 
out as a model in its combination of pains- 
taking inquiry, of exact thoroughness, 
of manifest fairness and of deep sympathy. 
To well-intentioned people who are anxious 
to promote child welfare, but who are 
ignorant of the facts and of their proper 
determination, it is a revelation. Those 
familiar with the facts, but who have kept 
profoundly silent or Levite-like have 
passed by on the other side, this plain, 
truthful, unexaggerated story ought to gal- 
vanize into constructive action. 

Тамев H. S. Bossard. 


. the Monroe Doctrine. 
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Larawf,Jonw Н. From Isolation to Leader- 
ship. Revised. A Review of American 
Foreign Policy. Pp. 296. Price, $1.20. 
Garden City: Doubleday, Page and 
Co., 1922. 

Retaining its original title and' supple- 
menting its former chapters by two new 
ones, the publishers of Professor Latané’s 
“Review of American Foreign Policy” 
have wisely met the demand for a new 
edition of this valuable little volume. In 
doing so they have made available for 
college and high-school courses what is 
doubtless the best brief survey of the 
foreign relations of the United States 
in the light of modern tendencies. 

Professor Latané first examines the 
origin of the policy of isolation and shows 
that it is in principle quite distinct from 
The one could be 
abandoned by a treaty with a foreign 
power which had for its object the en- 
forcement of the other. The Monroe 
Doctrine itself was asserted with the 
backing of Great Britain and has been 
maintained with its indirect aid. More- 
over, the facts of American eSoperation in 
the’ work of international conferences 
point in the opposite direction to isolation, 
while the failure of the United States to 
maintain the open door in China was due 
to its inability to codperate with Great 
Britain and Japan against Russia. 

The review of Anglo-American relations 
undertakes to show that the numerous 
controversies bebween the two countries 
have not been based upon any fundamental 
conflict of aim and purpose in the larger 
things of life. In the present edition 
the chapter on the “War Aims of the 
United States" has been rewritten, апа 
two new chapters, dealing respectively 
with, the Treaty of Versailles and ethe 
Washington Conference, have been added. 
Of these last two, the former is a well- 
balanced statement of a debatable sub- 
ject, while the latter shows conclusively 
that “the Four-Power Treaty is much 
more of an entangling alliance than the 
Covenant of the League.” 

Professor Latané is aware that the title 
‚т the volume is at present inappropriate, 
“but he does not “regard the verdict of 
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1920 as an expression of the final judgment 
of the American people.” 


C. G. FENWICK. 


Tas Orrictan REPORT or tom NINTH 
NATIONAL FonziGN TRADE CONVENTION. 
(Held at Philadelphia, Pa., May 10, 11, 
12, 1922: and issued by the Secretary, 
National Foreign Trade Convention 
Headquarters, India House, Hanover 
Sa. N.Y.) 

Perhaps the most vivid impression 
gained from reading this volume is that 
of the deep ethical undertone of the whole 
motif of Internationalism. It is to be 
taken for granted that the intellectual 
Jevels are distinctly higher than oné would 
expect from a collection of papers by the 
average type of politician whe makes his 
living at the business, but here we find 
the sense of moral obligation to a stricken 
world put forward not only as good busi- 
ness, but as a duty. - From the opening 
address of President Farrell on through 
to the end, it is evident that there is a 
disposition and willingness to see the world 
whole, and as it is; the economic situation 
in the United States with reference to the 
crying world-need and the interests of the 
American people. Mr. J. T. Holdsworth 
of the Bank of Pittsburgh does not see an 
unmitigated blessing in the fact that we 
have doubled our gold holdings since 1915, 
that we now have in our vaults nearly 
three billions, or 40 per cent of the world’s 
available supply, with the combined 
reserves of the Twelve Reserve Banks 
standing at about 77 per cent, with that 
of the Bank of England at 17 per cent, 
and for the other central banks of Europe 
ranging down to nothing. “We who have 
most,” he says “must share with those 
who have little or none.” “We must keep 
steadily in mind that in order to sell we 
must buy.” In summing up the general 
chaos in which the war left us, W. F. 
Gebhart, of the First National Bank of 
St. Louis, speaks of the responsibilities 
ofethe American Banks to foreign trade. 
It is as if a rock had been thrown into a 
modern machine. 


“Sabotage оп a world scale has been practised. 
. The basis of credit ‚ү. 


has been de- 
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stroyed. . . . The currency system . . . is 
wrecked. The transportation system . . . is 
demoralized. Political jealousy, fear and hatred 
among nations have arisen. Worst of all there 
1$ a pathetic absence of constructive thinking 
and plans to restore world trading. . . . The 
relation of the American banker to this work 
. is of outstanding importance.” 


One of the best things in the book is the 
analysis of the Inter-Allied Indebtedness 
in the paper of Mr. Fred I. Kent of the 
Banker’s Trust Co, of М. Y. If his 
conclusions could be summed up in a 
single sentence it would be in this: “Should 
it be found on examination that some 
round percentage, such as say 60 per cent 
of the loans made our Allies, could fairly 
be considered by this country as having 
gone primarily for its own service, and if 
we should then come to some sgreement 
with our Allies under which their govern- 
ments would coüperate with this country 
towards bringing order out of the present 
economic chaos which exists, the good to 
this country and to the world would be 
mestimable.” 

Frank BurriNGTON VRDOMAN. 


Drury, Ausrey. World Metric Stand- 
ardization; An Urgent Issus. Pp. 525, 
illustrated. Price, $5.00. San Fran- 
cisco, Cal.: World Metric Standardi- 
zation Council, 1922. 


A volume of testimony urging world- 
wide adoption of the metric units of 
weights and measures-meter-liter-gram. 


Тлоск, W. Jerr, anp Warrs, CLAUDE 5. 
The Industrial Code. Pp. 573. Price, 
$4.00. New York: Funk & Wagnalls 
Company, 1922.. 


The authors of The Industrial Code 
were active participants in the work of the 
National War Labor Board. Their ex- 
perience convinces them that certain 
fundamental principles underlying in- 
dustrial relations lead toward social prog- 
ress and industrial peace. Arbitrations 
or settlements not based upon any prin- 
ciples, they regard as barren expedients. 
The success of the National War Labor 
Board in keeping production at & practi- 
cally uninterrupted maximum is attributed 
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in part to the incorporation of some of 
these principles in its “constitution.” 
Since the Armistice some of these prin- 
ciples have been challenged and fought. 
The proposed industrial code is a bill of 
rights to guide industrial tribunals. The 
code amounts to a standard required by 
public policy. Its elements are found 
in the pronouncement of leading statesmen 
and economists in existing trade agree- 
ments in various countries, in the labor 
provisions of the Versailles Treaty, and 
the structure of the War Labor Board. 
The proposed code reads :— 


To the end that there may be peace in in- 
dustry with equal and exact justice to capital, 
to labor and to the public, and to the end that 
there may be uniformity and regularity of em- 
ployment'and that production may be stabilized 
and stimulated, these principles are proclaimed 
as the bases of all relations between employer 
and employed and of all adjustments of such 
relations. 

1. The right of employers and employees to 
organize is recognized and affirmed. This 
right shall not be denied, abridged, or inter- 
fered with in any manner whatsoever, nor 
shall coercive measures of any kind be used by 
employers or employees, or by their agents or 
representatives, to compel or induce employers 
or employees to exercise or to refrain from ex- 
ercising this right. 

2. 'The right of employers and of employees 
to bargain collectively through representatives 
of their own choosing is recognized and affirmed. 

8. The right of all workers to a living wage, 
with differentials for skill, experience, hazards 
of employment and deficiencies, is recognized 
and affirmed. 

4. Eight hours is recognized as the standard 
work-day and six days as the standard work- 
week. If conditions render the application 
of the standard work-day and work-week im- 
possible or impracticable, then the basic eight- 
hour day and 48-hour week shall prevail, with 
payment for overtime or- extra time at a rate 
in e&cess of the basic hourly or weekly, rate. 

5. The right of women to engage in industrial 
occupations is recognized and affirmed; their 
tates for pay shall be the same as those of male 
workers for the same or equivalent service per- 
formed; they shall be accorded all the rights and 
guarantees granted to male workers, and the 
conditions of their employment shall surround 
them with every safeguard of ther health and 
strength and guarantee them the full measyge 
of protection which is the debt of society to, 
mothers and to potential mothers. 
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The authors doubt whether such a code 
will be adopted by agreements between 
employers and employees and regard legis- 
lative sanction as necessary. The Ken- 
yon Bill (introduced in the U. S. Senate 
February 18, 1920) to provide for tke 
settlement of disputes 1n the coal industry 
is cited with approval, aad also the bill 
to revive the National Labor Board based 
upon a similar code. It is heartening 
to believe with the authors that such 
principles bear the same relation to the 
rights and duties of employer and employee 
as political constitutions bear to the rights 
and duties of all citizens. ‘Industrial 
peace may be an ideal, but for centuries 
political liberty was only an ideal.” 

The great value of this book lies in the 
debate it engenders and in focussing at- 
tention upon the fundamental questions 
at issue. All these principles represent a 
gain for labor and presumably for society 
and are acquiesced in by a number .of 
employers, though not by the most vocal 
groups of the moment. The casual reader 
will be surprised by the number of state- 
ments of principles adopted by Chambers 
of Commerce, Labor organizations and 
public groups since the war which include 
some of these principles. A prudent man 
will not argue for or against the “ореп 
shop" or the “closed shop” without notic- 
ing from these statements the several 
definitions of each and their effects. The 
authors have done a real service in assem- 
bling these statements in an appendix which 
constitutes nearly half the book. These 
documents show that the search for an 
agreement upon an industrial code is 
proceeding under great pressure and is of 
paramount interest to the industrial 
leaders of the United States. The docu- 
ments in the appendix constitute a section 
of industrial history since the war which 


.every student will appreciate in such 


convenient form. 
Orro T. MALLERY. 


Дорр, Wauren F. State Government. Рр. 
xii, 578. Price, $8.75. New York: 
The Century Company, 1922. 

In this, the fifth volume of the Century 

Political Science Series, Dr. Dodd has 

employed a method of approach significant 
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of recent political theory. The book, 
to let it speak for itself, "seeks to treat 
stale governments, not as something in- 
dependent, but as the units that go to make 
up the nation. . . . The work of govern- 
ment is a single task to be done through 
carefully planned and organized machinery, 
and by means of careful coöperation in 
nation, state and local area." (рр. 11, 14). 
Such an approach lends a basis for a real- 
istic discussion of the administrative prob- 
lems that have recently come into promi- 
nence. The enforcement of prohibition 
and the development of national subsidies 
are two outstanding instances. These 
pose the problem: What is the proper area 
for the execution of an adopted policy 
of governmental supervision? Though Dr. 
Dodd realizes the problem, his treatment 
is formalistic. Burdened with the task 
of establishing a thesis, the author’s con- 
clusions in this matter are rather anemic. 

In the field of the relations between state 
and local governments, Dr. Dodd is more 
successful. Here he has more adequately 
shown the nature of the problem, and more 
clearly indicated means of solution. 

The solution may be summed up in the 
word Simplify. This, indeed, is the key- 
note of Dr. Dodd’s plea. Recognizing 
that the work of government has increased, 
and will m all probability grow in the future, 
complexity of organization is inevitable. 
But complexity does not necessarily in- 
volve confusion and irresponsibility, though 
these we now have with us. By making 
the channels of control clear, the multi- 
tude of activities of government should 
become unified. Policy will be intelligent 
and intelligible. 

To achieve this unity, Dr. Dodd would 
simplify the structure of government. 
It is for this reason that he would have a 
brief constitution confined to matters of 
really fundamental importance, as opposed 
to a lengthy constitution whose details 
must be amended through popular vote 
at frequent intervals.’ (p. 124). It is 
for this reason that he advocates a uni- 


cameral legislature, a unified court system . 


such as that proposed by the American 


Judicature iety, the short ballot, an 
extension of administrative rule-making 
power. For the same reason, local areas 
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should be so organized that the inhabitants 


- of each community shall be controlled 


by but one local governing body. (p. 566). 
'The governor should not only be charged 
with the preparation of consolidated 
financial estimates, but also with the 
responsibility for a comprehensive legis- 
lative program, and should be furnished 
with a reorganized administrative system 
whereby such policies could be executed 
under respansible supervision. This ad- 
ministrative system should provide noz 
only for supervision and control of the 
central activities, but also for centra. 
supervision of those activities in the hands 
of local bodies which are function of state 
nature rather than local. 

In short, Dr. Dodd has a well-roundec 
scheme, based upon illuminating analyses 
of existing confusions. The chapters or 
“The State and Its Subdivisions,” the 
“State Executive," and the “Organization 
of the Courts,” are perhaps the best ш the 
book. Those on public opinion are least sat- 
isfactory. Dr. Dodd has planned the work 


-# with care; the first three chapters present 


the thesis upon which rests the whole: 
while the chapters describing conditions 
contain running commentaries more sug- 
gestive of actuality than may be found in 
any other book on state government. 
The dull spots, and there are too many, 
seem the result of a somewhat unsuccessful 
attempt to put between the same covers 
a philosophy and a student’s text. The 
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conciseness proper in a brief is frequently 
sacrificed to the assumed need for para- 
graph headings. Prolixity perhaps suit- 
able for an introductory reader is incom- 
patible with the punch due a program. 
Yet, though not comparable with Master- 
man’s distinguished and delightful How 
England is Governed, the volume has the 
freshness of life, coming from the fact that 
the author regards his subject as living. 
The book is easily the best survey of the 
field yet made. It should do much to 
dispel the bogey that has lived long with the 
study of state government. 
ALLAN F. SAUNDERS. 


AnBRIGHT, GEORGE Гезые. Official Ex- 
plorations for Расуйс Railroads. Pp. 
vii, 187. Price, $1.50, in paper cover. 
Berkeley, California: University of Cali- 
fornia Press, 1991. ' 

Contents: Editor's Note, Preface, Chap- 
ter I, Introductory, Chapter П, Plans for 
Transcontmental Roads, Chapter III, 
Preliminaries to the Explorations of 1853- 
1855, Chapter IV, Stevens’s Explorations 
between the Forty-Seventh and Forty- 
Ninth Parallels, Chapter V, Explorations 
for a Central Route, Chapter VI, Whipple’s 
Explorations along the Thirty-Fifth Paral- 
lel, Chapter VII, Explorations for a Thirty- 
Second Parallel Route, Chapter VIII. 
Explorations for Routes in California and 
Oregon, Chapter IX, Conclusion, Bibl- 
ography, Index. 
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PREFACE 


HIS study was started in connection with the standard- 

ization of records at one of the textile plants with no in- 
tention of using the data for publication. The inclusion of 
other plants and a continuous record over a considerable 
period of time gave to the conclusions with regard to attend- 
ance, facts which seemed to be of wider general interest than 
that of the personnel of the plants involved. 

No attention is given to methods oi reducing absence. 
The emphasis in the study is upon ascertaining the extent 
and amount of lost time. The variation in attendance in its 
relation to production is considered with a view to determin- 
ing the effect of the fluctuations from time to time in plan- 
ning and routing work. 


Especial acknowledgement is due to Beatrice Wood, 
Elizabeth Lundy and Elizabeth Lockwood for the work of 
calculation and preparation of tables; to Marjorie Crossing- 
ham and Harold Denison for the drafting of charts; to Mir- 
iam Hussey for help with all parts of the study as well as sior 
reading and revision of the manuscript. 
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INTRODUCTION 


N discussing ‘the turnover of fac- 
tory labor, Professor Slickter took 

as his fundamental thesis the “neg- 
lected truism that a definite plan and 
specific responsibility for creating and 
executing the plan are as necessary in 
dealing with labor as in controlling 
manufacturing operations."! There is 
still need for stressing the place of 
analysis of labor data in conjunction 
with central control over operations. 
From the point of view of planning 
manufacturing operations, irregularity 
of attendance is frequently of as great 
an importance as terminations of em- 
ployment. The problem has received 
less attention, because the effects of 
lost time are less immediate than those 
of final exits. Considered as a ques- 
tion of cost, breaks in employment 
due to absence are, in many cases, of 
as much importance to plants as are 
breaks in employment due to turnover. 
Because the loss is distributed, it is 
often given little attention. There 
are fewer estimates available concern- 
ing lost time than can be cited for 
turnover. It is not claimed that ab- 
sences should be reduced to a mini- 
mum. Some absences are necessary 
in order that employees may attend 
to their duties as citizens, and as 
members of, families; some absence 
for rest is desirable and, if taken in 
time, it probably shortens the length 
of individual absence for actual sick- 
ness. How great is the extent of ab- 
sence for these reasons can be judged 
only in terms of the type of operation 
and the usual experiences of plant 
managers who have worked in the 
direction of preventing the causes of 
irregular attendance. In many ways 
the matter of attendance of employees 


1Slichter, Sumner Н, The Turnover of Factory 
Labor. Preface, p. VIII 


in industrial establishments is bound 
up with regularity of employment, 
with labor turnover and with plant 
discipline and control. Where work 
is irregular less stress can be put upon 
the desirability of employees reducing 
all unnecessary gaps in attendance. 
In recent years attention to the prob- 
lem of lost time has come mainly 
through its effect upon turnover—an 
approach which has importance but 
which is of less significance than the 
question of planning production. The 
stress upon the effect of preventive 
measures in connection with turnover 
has meant that the attendance organ- 
ization was built up at a time when 
production problems were most press- 
ing and labor shortage was at its maxi- 
mum. The seasonal variation in ab- 
senteeism and the actual cost of lost 
time in the aggregate have been less 
a motive than the retaining of em- 
ployees in the organization. An im- 
portant aspect of the problem is regu- 
larity of work and its relation to 
stabilization of production. 


Suor Discretrixne Formerty CoN- 
TROLLED BY WORKERS 


In the early years of modern factory 
organization, labor turnover and at- 
tendance were controlled by the shop 
workmen and only slowly taken over 
as a function by the management. 
Even at the time Babbage wrote, in 
1828; new employees paid a fine*to 
reimburse the older workers for the 
time devoted to initiating them into 
the system, new to them, of the shop. 
He says: 

It is usual in many workshops, that, 
on the first entrance of a new journeyman, 
he shall pay а small fine to the rest of the • 
men. It is clearly unjust to insist upon 
this payment; and when it is spent in 


191, 


* 


192 


drinking, which is. unfortunately, too 
often the case, it is injurious. The reason 
assigned for the demand is, that the new 
comer \УШ require some instruction in the 
habits of the shop, and in the places of 
the different tools, and will thus waste the 
time of some of his companions until he is 
instructed. If this fine were added to a 
fund, managed by the workmen of the 
establishment, and divided at given periods, 
or destined for their relief in sickness, it 
would be less objectionable, since its 
tendency would be to check the too fre- 
quent change of the men from one shop 
to another. But it ought, at all events, 
not to be compulsory; and the advantages 
to be derived from the fund to which the 
workman is invited to subscribe, ought to 
be his sole inducement.? 


More serious was the question of 
attendance. Workers strolled in and 
out in ways which seemed to the 
methodical Wedgwood to be lazy and 
shiftless. Manufacturers started the 
practice of ringing bells, tooting horns 
and laler blowing whistles to signal 
the time of starting. Smiles describes 
vividly how “the potters had been 
summoned to their labors by sounding 
a blast on a cow’s horn.” The sound 
did not travel very far; and the work- 
men used to loiter lazily into the works 
just as they pleased, everything ap- 
parently going on in a very indifferent 
manner. But Wedgwood adopted a 
better plan. Between 1760 and 1770, 
he erected a cupola containing a loud 
bell, the sound of which travelled very 
far; and thus the working people were 
called more rapidly together. р 

One of Wedgwood’s principal difficulties, 
as with all employers m those days, was 
the management and disciplme of his 
workmen. They were irregular in their 
habits, disposed to be lazy, and there was 
a consequent lack of order in the work- 
rooms.? 


* з Charles Babbage, Economy of Machinery, 
1888, p. 213. 
3 Samuel Smiles, Jostah Wedgwood, p. 40. 
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When the Manchester.canal was 
being extended, the Duke of Bridge- 
water provided dwellings for the 
colliery workmen. He used fines as 
well as awards for attendances. у 


The steadiest workmen were allowed to 
occupy the best and pleasantest houses as 
a reward for their good conduct. 


Still irregularity continued especially 
on Mondays. 

In order to put a stop to idle Mondays, 
he imposed a fine of half-a-crown on any 
workman who did not go down the pit at 
the usual hour on that morning.* 


METHODS rog PREVENTION OF 
ABSENCE 


General use of clocks and the short- 
ening of hours have helped to reduce 
the problem of tardiness which may 
now be regarded as a matter of in- 
dividual shop discipline rather than 
a problem of general importance. 
Payment of bonuses, and award of 
prizes is still used to stimulate regu- 
larity inattendance. A few companies 
grant vacations with pay to em- 
ployees with little lost time. The 
tendency of writers has been to raise 
objections to the attendance bonus, 
which is a reward of some percentage 
of wage for attendance over a pre- 
determined period. Diminishing ab- 
sence by, granting vacations on the 
basis of attendance has been effective 
in some cases. The practice of fining 
employees is rather generally con- 
demned. Mr. Hackett in an article 
on absenteeism writes: 


The imposition of penalties appears to be 
an attack upon the problem of absenteeism 
from the wrong end. Workers, whose 
bonus is commuted or who are fined for 
absence, feel that their obligation is dis- 
charged ап there is no further incentive 
to be regular. The wage loss incurred by 


4Samuel Smiles, Inver of the Engineers, 
London, 1862. Vol. 1, p. 407. 
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absence is in the nature of a fine and the 
further loss of a small percentage is not 
much of a deterrent. If it is a question 
between rewards for attendance or pen- 
alties for absence, the former is t» be pre- 
ferred." , 

From the latter statement спе may 
gather that Mr. Hackett does not ac- 
cept the attendance bonus plan un- 
qualifiedly. He holds that: 


Several valid objections exist agamst 
the use of the attendance bonus. Wages 
are paid for attendance and the doling out 
of an additional sum is, in effect, an ac- 
knowledgement that the rate is insufficient 
to keep a man on the job. But, whether 
logical or not, a man who loses bis bonus 
for two or three months because of a day’s 
unavoidable absence feels he has a griev- 
ance and is careless for the remainder of 
the bonus period. Thus the bonus in- 


troduces additional friction.* 


CTS 


Only recently has absenteeism been 
approached from the point of view of 
prevention of the main causes of ab- 
sence. Realizing the effect of lost 
time in lowering efficiency, companies 
have introduced follow-up work and a 
general study of causes of absence 
with & view to dealing constructively 
with such causes as are preventable. 
The development of industrial medi- 
cal work has been especially beneficial 
in the reduction of time lost on account 
of illness. Where home visiting is 
done tactlessly, or where the system 
is rigidly superimposed, workers have 
objected to the visiting. The follow- 
up of employees and the care of 
health furnishes a record of sickness 
and accidents and makes possible 
some attention in the home to those 
absent for health causes. In connec- 
tion with this work, records of absence 
have been found an aid in encouraging, 
regularity as well as a means of 
stabilizing the planning of production. 

* 


$ Hackett, J. D., Absenieeism: А Quantita- 
tive Study, p. 5. 
и 
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The following notice, sent by the 
Hood Rubber Company to its foremen 
and department heads in introducing 
their absentee visiting work, shows 
in general the way such work is car- 
ried on: 

We are about to make a more extensive 
study of the absentee problem throughout 
the entire plant and must ask for coópera- 
tion on the part of the foreman in furnish- 
ing prompt reports of all employees ab- 
sent. We have drawn up for this purpose 
a daily absentee list, a sample of which is 
attached, together with instructions for its 
use. 

Jf these instructions are carefully fol- 
lowed we should have at the employment 
department before 9 A.M. each day. a list 
of all your absent employees and will be in 
a position to determine which cases it will 
be policy for us to look up on that day, 
the results of all investigations being re- 
ported to you. 


The plan suggested above is typical 
of that used in the four mills reported 
in this study. 


Liwrrs or Taw Ѕтурү 


The facts in the study are based 
upon the experience of four textile 
plants. All firms use trained nurses 
to visit employees in their homes, 
after the first day of absence, unless 
permission by the foreman has been 
given for a definite period of non- 
attendance. After the first visit, calls 
are made by the nurse at intervals, 
dependent upon the reason for non- 
reporting. When employees are ill 
they’ may have the services of plant 
physitians or of their own physician 
&ccording to their preference. 

The plants differ in size and some- 
what in variety of occupations. Firms 
A and B are old concerns employing 
respectively about twelve hundred and 
eight hundred employees. Firm C 


is a small plant with fewer types of, . 


processes. Firm D is a new plant 
started in 1922. It was thus building 
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up an organization during the period 
of reporting. All plants employ both 
men and women, in many cases hiring 
all mémbers of the family, to which 
practice is due in part the attendance 
problem. Married women are absent 
for household duties as well as for 
cases of sickness in the family. Illness 
or death frequently means the non- 
attendance at work of two or three 
members of the home. The industries 
are particularly interesting since they 
give an opportunity to compare the 
attendance of men and women em- 
ployed, in many cases on similar 
occupations at identical piece rates. 

Plants A and B have had facilities 
for noon luncheon, rest rooms and 
athletic activities during the whole 
period of the study. More recently 
C has been equipped with a cafeteria 
and rest room. The plants are, in this 
respect, exceptionally well equipped 
with service facilities. 

In the data used in connection with 
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this study, tardiness will not be con- 
sidered, the whole emphasis of the 
study being upon longer absences. 
Absentezism is used to include all 
cases of temporary separation from 
work when the plant is in operation. 
Cases where the worker reports late 
are, therefore, regarded as full time. 
Employees reporting at noon are re- 
ported absent. Whenever the whole 
plant was closed for a day or more the 
fact is indicated, though employees. 
are not counted as absent. This is 
not wholly consistent since “no work” 
where it refers to a few workers is 
classified as ““Reasons due to produc- 
tion." Occasionally a worker leaves 
without notice. In such cases where 
the reason for lost time is not known 
and a place is being held for the 
employee, he is regarded as absent 
until the nurse reports “will not re- 


turn," when the name appears on the | 


turnover record instead of on the ab- 
sence report. 


"1 





I—CLASSIFICATION OF REASONS FOR ABSENCE 


There is no list of reasons for ab- 
sence generally agreed upon. Many 
of the summary classifications now in 
use show the persistence of war influ- 
ences. Nor is it easy to classify ab- 
sences into a few reasons that are under 
all circumstances exclusive of others. 
From one point of view, illness due to 
hot weather may be regarded as “phys- 
ical reasons,” from another, “weather 
conditions.” Besides, causes for ab- 
sence are not only closely interwoven 
but are frequently dependert upon 
each other even in the mind of the 
worker. 

In this report it has not been as- 
sumed that any particular reasons for 
absence were inherent in the plant or 
local situation. Specific reasons have 
been reported in detail while a sum- 
marized grouping has been undertaken 
only to bring out some of the most im- 
portant causes. 


REPORTING OF ABSENCE 
The first step in preventing irregular 
attendance is the recording and analysis 
of adequate information concerning 
causes of absence. Students of this 
subject have said: 


The record system in itself alone will 
prove to be an effective method of reducing 


tardiness and absences. It wilk yield 
weekly reports that should prove effective 
by stimulating departmental rivalry in the 
reduction of absences and tardiness. 
The weekly reports will also reveal the weak 
spots in the organization and will show 
those departments that have the highest 
absent and tardy rates. 


In collecting information the Depart- 
ment has proceeded on the same basis 
as was used in turnover reporting, 80 аз 
to have reasons submitted in complete 
detail. Since no list of reasons was 
found comprehensive enough for em- 
ployment managers to be certain of the 
choice of major reasons, the causes 
given in detail by plants are classified 
into eight main groups which, for the 
time being, must be regarded as tenta- 
tive. 

The following sample shows the form 
used by plants and the kind of items 
included in the daily absence report to 
the Department. 

The classification and code used for 
tabulation is given here in full, in 
order that the specific reasons may be 
added to by the experiences of others. 
Continued use may show that some 
items recur too infrequently to warrant 
separate listing. At the present time, 
there is not enough data concerning 


DAILY Apsence REPORT 























ати 
DEPART- e REASON FOR No. Das | No. or 
B NAME No |Sex OccuPATION А СЕЙ Ansext | Vistrs 

Electrician Illness at home 8$ 1. 
Silk winder Trouble at home 2 1 
Cotton winder | Child in accident 5$ 2 
Helpere Sunburn—permission 2 1 
Cleaner Ill—(Dr. Н) 21 6 (V D) 
Gasser No one home 1 1 
Coner Moving 8 l4 чу 
Weaver ш 4 2 
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the frequency of the different causes to 
warrant anyone in selecting the out- 
standing items given under specific 
reagorts. 

The following shows the grouping of 
major and minor causes for absence: 


CLASSIFICATIONS OF REASONS FOR 


ABSENCE 
Reason Code Number 
1 Reasons CoNNECTED wrrH Рворос- 
TION. ode telERMRS oe EA Eie 100 
Speoifio Reasons 
No work.. Pi aerieni ek. AOL 
Lack of material.. а ае 102 
Breakdown in equipment. ... . 108 
Plant operating on part time . . 104 
Work held up by previous RE 105 
Sufficient pay from overtime. . 106 
бивреһЧей................. 107 
Did not know there was work . 108 
Unadjusted grievance . .... . 109 
Will not return... .. ..... 110 
2 Reasons CONNECTED WITH FAMILY Ағ- 
FA ое полне. des 200 
Specific Reasons 
Illness in family. e. $ 201 
Death in family.... . .. ... . 202 
Funeral.......... s eae, ce 208 
Wedding ... ...... eoe. 204 
Household cares. TR ten 906 
Moving ............ eese .. 206 
Family business............ 207 


Visits of relatives or return of fam- 
ily (away) or entertaining com- 


Don LL" 208 

3. REASONS CONNECTED WITH PERSONAL 
ÁXFAIBS .1. .............. . .. 800 

Specifio Reasone 

sista cbe xp RD E pu Y V sei e 801 
ОЕТ 802 
Arrested or in јай............. 308 
To be married...... .... . 804 
Continuation school... . . . 805 
e Shopping.. ...... .. * 306 
Personal business.. . .... . 807 
Out of town $ o Vio $08 
Excursion........ apine ma Eia 309 
Álcohol...... ..... cee ee ee ee 810 

Tired from party or stiff from 
playing ball.. . 811 
Sunburned from vacation ee . 812 
Overslept ..... .. . 6. 818 
s Missed саг..................... 814 


Did not want to work, or taking a 
holiday, or playing “truant”... 815 


4. Reasons CONNECTED WITH COMMUNITY 


AFFAIRS .........‚............. 400 
Specrfie Reasons 
ater, Miata Se came E Foe siete aes 401 
НЫ 402 
"D 403 
Election. .......... ccc eevee 404 
Jury, witness or militia duty...... 405 
И 406 
Paying income фах..,..,........ 407 
e Re. ASA RS OF ATE Sale bee n ROS 408 
Church, lodge and foreign celebra- 
tions, legal holidays. .... . 409 
Transportation difficulties due. to 
strike, еіс. .. . 410 
Transportation difficulties not oth- 
erwise specified..... ..... ... 411 
5. PEYSICAL Reasons .. .. .... . ... 600 
Specific Reasons 
Illness (all cases due to heat are to 
be specified) ........... ..... 501 
Шоезв due to heat . . 502 
Tired from night or Sunday ‘work 503 
Accidents .. ..... cee eee eee 504 
General care of health (dentist, ocu- 
list, time taken for rest) ....... 505 
6. Reasons CONNECTED WITH CLIMATE 
AND WEATHER ........... ...... 000 
Spevific Reasons 
SOM д. cow Vero .. 601 
No shoes or rain clothes ....... 602 
Too hot to Work. .. . 608 
Transportation difficulties due to 
weather .......... wae creso 610 
7. MISCELLANEOUS REASONB .......... 700 
Specific Reasons 
Leave of absence (not otherwise 
вресібед).................... 701 
Excused (not otherwise specified). . 702 
Not excused ............ ...... 708 
PE Ce STC га оаа 704 
и EE ак 705 


Vacation (not otherwise specified).. 709 


8. RrPonT LACKING 20. 5.5. 800 


It will be seen that the reasons for 
&bsences are grouped into eight main 
divisions: 

* (1) Reasons connected with Production. 
(2) Reasons connected with Family affairs. 
(8) Reagbns connected with Personal af- 
fairs. 
(4) Reasons connected with Community 
affairs. 


+7 


A 


~ 
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(5) Physical reasons. 

(6) Reasons connected with Climate and 
Weather. 

(7) Miscellaneous reasons. 

(8) Report lacking. 


Under production, fall specific reasons 
which should be analyzed whenever 
the group reporting is large, such as 
"no work,” “unadjusted grievances,” 
&nd others reported as breakdown in 
equipment, lack of material, part- 
time work and suspensions for in- 
fringement of rules. 

The reasons connected with outside 
affairs are large and important ones, 
and are divided into three Major Rea- 
sons, Le., Family Affairs, Community 
Affairs, and Personal Affairs. Under 
the first of these, illness in family, 
death in family and household cares 
make the most important causes— 
reasons which are especially important 
where women are employed. Quaran- 
tine, classed under illness in family, 
occurs quite frequently, often keeping 
three or four members of a family 
away from work. 

Community reasons are mainly civic 
duties, with the exception of the impor- 
tant item under transportation. Per- 
sonal reasons such as “overslept,” 
“missed car," “shopping,” and “alco- 
hol” occur frequently. The innocent- 
looking item “stiff from playing ball” 


П—ЕХТЕМТ OF 


The importance of lost time can be 
gauged somewhat by the size of this 
item in comparison with the days which 
the employees could have worked. 
Times when the plant was wholly 
closed may be considered as part of ай 
unemployment problem. At tke out- 
set then, the questions are; what is 
the extent, and what are the causes of 
broken employment? 
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often becomes black eye, broken nose, 
etc., when reported on the daily sheet. 

“Physical reasons” are by far the 
most important cause of lost *Ите. 
This heading includes items due to ill- 
health, fatigue, accidents, etc. 

Reasons connected with the weather 
may be storms which delay cars, 
rainy weather for which workers are 
unsupplied with suitable protective 
clothing, etc. In some cases women 
stay out on the first fine day in the 
week to do family washing, a cause 
due to fine weather, but which is put 
under “household cares.” 

Miscellaneous reasons include many 
which in time can be more precisely 
reported. “Permission” and “leave 
of absence”’ given by the foreman may 
on the whole be assumed as due to ade- 
quate causes. It would improve the 
record if the cause as well as the “‘per- 
mission” could be recorded. Vaca- 
tion is grouped here when it refers to a 
period of a week or more. 

Some of the difficulties of nurses in 
making home visits are reflected in the 
unknown items, “could not get in,” 
“no one home when called,” “could 
not make understand,” “wrong ad- 
dress," “family moved," etc. 

The importance of these major rea- 
sons will be discussed in the chapter 
dealing with causes of absence. 


ABSENTEEISM 


The amount of absenteeism has been 
computed by comparing lost time with 
the number of employees on the pay- 
roll multiplied by the number of days 
on which the plant was in operation. 
For the year 1920 in firm A it will be 
seen (see Chart I, p. 199) that the per- 


centage of man-days lost ranges from , 


8.8 per cent in October to 7.2 per cent 
in March and April. Again in 1921 
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firm A has its lowest rate in October, 
but has its high rate in February and 
July—ranging from 3.2 per cent in 
October to 6.3 per cent in February. 
Referring to Chart I, it will be seen 
that two high peaks of absenteeism 
occur in each year—one in the winter, 
the other in the summer vacation 
period. Particular attention is called 
to the parallelism in movement be- 
tween the monthly curves of firm A and 
firm B. While firm B tends to have a 
higher rate of man-days lost, there is 
only one month, October, 1921, when 
the two curves move in opposite direc- 
tions. For 1992, both curves tend to 
be somewhat lower with less marked 
monthly fluctuations. From the table 
it may be noted that the low month of 
1922 was 8.7 per cent in June. Judg- 
ing from the previous year it is likely 
that a rate lower than that may be 
reached in October. The low point of 
B was 8.5 in April. 

Considering plant A, the one with 
the lowest absence, one finds that the 
percentage of absence tends to be lower 
each year from 1920 to 1922. The 
high points recur in the same months. 
It would be safe to conclude from these 
figures that attendance is affected by 
cold and warm weather though in 
wholly different degrees. Cold weath- 
er increases the time lost by women 
more than that by men. 

Firm C, being & small plant, has its 
absence-percentage rate considerably 
affected by the loss of time of a few 
persons; consequently, the wide up- 
маа and downward swings of the 
absence curve for this plant may be 
explained by the low base (the dotted 
curve on Chart D). While the range of 
movement is, therefore, greater, the 
direction of movement is identical with 
that for the two firms already dis- 
cussed. : 

* In 1022, the months of high absence 
correspond with the twa previous 
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years. Again the high months are 
found in February, March and July. 
As in 1921, plant A tends to show a 
lower absence rate, while the small 
plants, C and D, fluctuate widely. 
The curves in Chart I, as well as the 
monthly figures printed in the table on 
that chart, show the consistent reap- 
pearance of two high peaks of absence 
each year. 


QUARTERLY COMPARISON OF 
ABSENCE 


Table 1 shows a quarterly grouping 
of time lost. In all cases the percent- 
age of lost time is higher in winter. 
The lowest rates appear regularly in 
the October-December quarter. It 
will be seen that plants A and B must 
count upon absences in each quarter 
ranging from 4 to 6 per cent of the 
possible working days. In firm C, the 
single difference in the resemblances 
already noted for A and B is in the 
October-December quarter—in the 
case of this firm unmistakably higher 
than the April-June quarter. 

Of course, any variations in the way 
in which the factory is running will 
affect the percentage of variation from 
month to month. The proportion of 
men and women employed causes some 
variation in the season in which ab- 
sence is highest. 

Considered in the aggregate, the 5.5 
per cent of average yearly absence in 
1920, at plant A, meant 5,287 days 
lost by men and 8,105 days lost by 
women—a total of 18,392 days lost by 
all employees during the year. From 
the point of view of the individual, this 
would mean slightly less than a day 
and a quarter of absence each month 
for every employee in the plant. For 
the individual this would be negligible 
if it actually represented absences dis- 
tributed ip this way. As a matter of 
fact it does not represent distributed 
absence but rather continuous attend- 
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TABLE 2—Comparrson OF ATTENDANCE OP MEN AND WOMEN 
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. 
Евы D 
Percentage 
of Ábsence 
M F 
10 7.2 
4.9 7.0 
2.9 7.0 
46 7.9 
5.1 8.0 
38 82 











ance for a large part of the force and an 
enormous aggregate absence for a re- 
stricted number of employees. 


Exrent OF ABSENTEEISM AMONG MEN 
AND WOMEN 


While the number of men and women 
&bsent are separately recorded at all 
plants, it was not possible to get the 
number on the payroll separate before 
March, 1922. Taking the period for 
which data are available, it will be seen 
that absence for women is higher, in 





many cases more than double the per- 
centage: of absence for men. The 
months of highest absence vary also for 
the sexes in these mills. The men are 
less affected by the winter months. 
The reasons for absence show also the 
many household duties which interfere 
with the occupations of women, espe- 
cially women with homes, 
Summarizing the period of March- 
August, 1922, one may say that all 
plants must count upon 6 to 8 per cent 
of lost days by women out of the total 


TABLE $—AÀwxuAL TURNOVER PERCENTAGE BY MONTES 






































1921 1922 

Mont Евы A | Fra В | Еївм С || Евы A | Fax В | Frew C | Fem D 
Чаппагу............. 48 0 12.9 00 46.4 25 7 22 6 30 4. 
February........... 87.0 109.1 118.2 48.8 22.5 82 1 71.7 
March..... . ....... 99 7 192.1 809 6 37.8 34 4 10 5 106.2 
Ар. ve c Rer pres 57.6 . 68.9 144 0 89.1 49.8 77.7 168.4 
Мау ааа лал 47.9 60.9 161.5 88.2 106.4 105 6 68.3 
SUNG V I A ever te aes 63 8 69 8 118.1 45.7 67 5 78.8 77.1 
ых 45.1 50.6 à 58 8 84.2 51.9 26.4 56 7 
August .... . _.......... 86 2 80.0 22.0 42 8 53.4 20 9 48.8 
September...... — ... s. 57.5 | 81.4 ie © | уулу d nios 4o sev P aeni 
Оеіођег...,.............. 42.7 14.4 44.4 s ; 
November.......... ...... 59.1 40.2 38.8 
Юесетрег.................. 38.0 40.8 45.7 
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possible working time. For men an | 
allowance of 8 to 4 per cent is ade- 
quate. Since men and women are 
employed on identical operatidns at 
similar piece rates, the differences 
in attendance are important. Later 
comparison for this six-months period 
will make possible comparisons by 
occupations. 

Turning to Chart II, p. 202, the 
lower solid line represents the per- 
centage of man-days lost by men. 
Throughout the length of the solid 
black curve, there is a recurring peak 
on Mondays of each week with a pro- 
nounced downward movement in the 
succeeding days of the week. About 
the middle of the week there is a slight 
elevation, sometimes reaching to a dis- 
tinct fluctuation, more often appearing 
only as a suggestion of rise in the gen- 
eral downward curve for the week. The 
highest Monday peak of the year occurs 
on April 17, Easter Monday. Toward 
the end of April, absence tends down- 
ward until about the middle of July, 
when percentages increase. The wom- 
en’s absence curve does not differ from 
the men’s so much in general contour 
as in amount of absences. The curves 
are far apart during March and the 
early part of April. At the end of 
April and the early part of May the 
drop in the women’s absence curve 
tends to bring the two together. The 
Monday peaks in the women’s curve 
are very marked. In June the two 
curves tend to move farther apart, 
the curve for women rising much more 
rapidly than that for men. А 


RELATION OF ABSENTEEISM TO LABOR 
TURNOVER 


Some interest attaches to the re- 
lation of absenteeism to labor turnover 
in these plants. The solid black line on 
Chart III represents monthly turnover 
for firm A. The curve increases until 
March, and from then tends downward 
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until the end of the year with slight up- 
ward fluctuations in June, September 
and November. In 1992, there is a high 
peak jn April, while the other months 
run fairly uniformly. 

The turnover curve for B varies more 
than that for A, though its markedly 
high peaks occur at the same time. 
For firm C the dotted curve tends to 
follow the general movement of firm 
A, except for the first six months, 
when this plant was building up a new 
organization. During that period the 
turnover was above 110 per cent for 
five months and reached 309 per cent 
in the month of March. D is in an un- 
stable condition similar to that of C 
in the first half of the previous year. 
Its highest turnover was 158 per cent 
in April. Except in March, 1992, 
comparison of Chart III, p. 205, with 
the chart for absence, p. 199, shows 
that high turnover months are not 
high absence months. 

In 1922, the turnover peaks are 
highest in April and May, months in 
which the absence rate is lowest. 
In one respect there is correspondence, 
firm A, the plant of lowest turnover, 
is also the plant of lowest absence. 
If it is true, as is frequently stated, 
that absence is “incipient turnover” 
then the absentee visiting at these 
plants must have already reduced the 
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amount of quitting, initiating in ab- 
sence. 


Even when one considers the turn- 
over for men and women it cannot be 
said that the high turnover months 
are the high absentee’ months. For 
plant A the highest turnover for women 
occurs in June, for the three other 
plants in May, whereas the absences 
for women are highest in March and 
July. 


EXTENT OF Á2sENTEEISM ву Days OF 
WEEK 


The average percentage of employees 
absent varies somewhat from day to 
day. To take care of the Monday 
absences the firm would have to 
carry & larger reserve than is needed 
on any other day of the week. 

In the year 1921, firms A, B and C 
lost by absence a yearly rate of 4.7, 
5.0 and 6.6 per cent of the potential 
working days. . 

Table 5 shows.the absence by days 
of the week for each plant. 

As Monday is highest in per cent 
of time lost, so Friday, pay day, is 


lowest. The low rate of Saturday . 


cannot be compared with other days 
owing to the fact that plants are fre- 
quently closed on those days. It is 
interesting to note that the Saturday 


TABLE 5—Darux Аунвлаю PERCENTAGE OF EMPLOYEES ÁBBENT 








1921 


1922 





Евм A b Fes B | Евы C 


Егвм A | Fru B | Евм C | Евы D 
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‘absence does not increase dispro- 
portionately during the summer 
months. 

Thee quarterly absence table by 
days of the week shows that the Mon- 
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day absences are unimportant in the 
October-December quarter. In July- 
September the variation between the 
lowest dey and Monday, the highest 
day, is often more than three per cent. 


TABLE 6—Comparison OF AVERAGH PERGENTAGE OF EMPLOYEES ABSENT FROM Work BY Days 








Days or тив WEEK 


























ALL 
Mon. | ‘Tues. | Wed. | Thus | Ей. | Sat. |^? 
57 58 5.4 4 6 48 4.8 52 
36 | 33 | зв | зз | 31 | 81 || 83 
6s | 57 | 57 | 55| 52 | ав || 56 
61 | 49 | 47 | зв | зт | 22 | 48 
117 | 92 | 76 | ві | ов | 132 | вт 
61 | 48 | 48 | 44 | 43 | 44 || 44 
75 | ва | 59 | от | 49 | 58 | 58 
в1 | то | ве | во | 44 | в.е || 56 
57 | 58 | 49 | 45 | 42 | вв || 47 
os | в0 | 5.4 | эт | 44| 46 || 58 
87 | 85 | вт | 44 | 70| 51 || вв 
40 | 46 | зө | зт | 30 | зт | 40 
51 | Бе | 44 | 42 | зв | 51 || 47 
74 | Бо | 65 | во | во | во || 5.9 
53 | 48 | ав | 45 | 43 | 48 | 46 
63 | в1 | 56 | во | 51 | 42 | 54 
101 | вв! тз | тт | вв | тт | 74 
7s | 61 | 61 | во | ат | 71] 641 
48 | 41 | 41 | зт | за | 88 | 89 
51 | 54| 48 | 48 | зв | зз | 44 
72 48 58 4 4 47 55 54 
79 | 69 | вв | ве | 54 | 58 | 64 
6.1 58 58 54 4 3 4 3 52 
59 5.8 48 49 29 38 46 
69 | 56 | 57 | 50 | 99 | 59 | вз 
8.8 7.9 74 67 60 70 7.2 











TJ—CAUSES OF ABSENTEEISM 


It has already been shown that of 
the possible working days 5 to 6 per 
cent are lost by non-attendance. The 
causes for this loss are, therefore, im- 
portant. Chart IV shows the reasons 
for lost time by months. 


* ©The first division of the cross-hatched 


`` bars represents the percentage of ab- 


sence due to physical reasons. Ш- 
health aczounts roughly for one-half 
of the total time lost. Next in im- 
portance are family and community 
reasons, under which about one-fifth 
of the absences fall. Personal reasons, 
including "overslept, out of town, 
shopping and excursions, cover less 
than one-tenth of the total absence. 
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CAUSES or ABSENTEEISM 


It is unfortunate that it is impossible 
to classify the excused absences which 
are here grouped under miscellaneous. 
Could these be distributed they would 
increase the items under “family,” 
“personal” and “community” reasons 
since all excused absences are cases 
of permission given by foremen, and 
are mainly short absences of one day 
or less. Under permission fall also 
cases of extended absence where em- 
ployees need a long vacation for 
general care of health. The group 
entitled production could be increased 
only by additions for times when the 
plant is closed down or works part of 
the day. The “no report” group 
comprises mainly short absences, from 
which the employee reports back to 
the plant before the nurses have had 
time to make a home call. 

The black areas on the chart show 
/ absence due to delays in production 
on days when the mills were in oper- 
ation. The knowledge of slackness 
in the work is reflected in the fact that 
in months when this area is large, ab- 
sences with “permission” and “по 
report,” tend to increase as shown by 
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the checked areas of the bars. Family * 
reasons are fairly uniform from month 
to morth with a tendency to increase 
in the school vacation months. , Dur- 
ing 1921, physical reasons for plant A 
varied from 1.4 per cent of the po- 
tential working days in August to 
8.7 per cent in January} at plant B 
from 2.2 in September to 3.4 in July; 
at plant C from .8 per cent in August 
to 6.2 in February. For the first 
eight months of 1922, the same group 
at firm A ranged from 1.2 in July to 
3.0 in March; for firn B from 1.8 in 
June to 8.9 in March; for firm C from 
1.8 in April to 6.8 in March; for firm 
D, 2.0 in June to 4.5 in February. 
The relative importance of physical 
reasons appears in the following group- 
ing of major causes: in general, family 
reasons alone tend to be about 12 per 
cent of the absences. If the family, 
personal and community items are 
&dded, the percentage deviates, in 
the main, a few points from 20 per cent. 
By contrast with this group causes 
reported, due to ill-health rarely fall 
below 50 per cent of the total absence. 
Despite the fact that one would ex- 


TABLE 8—Момвев or Assences Dunne Year 1921 



































Fra А Ем В 
Men | Women | Total || Men | Women 
“ч 
All physical reasons. ...| 8,208 5,140 | 8,848 
ПШоезз due to heat . 54 28 82 
General care of health 
(dentist, oculist, rest, 
ete) ........ 5% 71 118 
Accidents........... 281 260 | 491 
All family reasons ..... 454 1,597 | 2,051 
Sickness in family 196 | 1,221 | 1,417 
Death in family.... 125 150 | 275 
Moving........... 57 59 | 116 
All personal reasons 491 | • 614 | 1,085 
Out of town....... 169 • 249 418 
Overalept........... 51 144 | 195 
І 15 





























Causes OF ABSENCE 


TABLE 9—CausES OF ÁBBENCE—QUARTERLY PERCENTAGES 
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CAUSES oF ABSENTEEISM 


pect ill-health to be an excuse as well 
as a necessary cause for absence, it is 
striking that in the records of four 
plants for three different years there 
should be as little variation between 
the proportion of absences for this 
cause and that for other reasons. 
Where absences-are checked and medi- 
cal services provided, it can be assumed 
that the ratio of ill-health has been 
reduced to fairly near the minimum. 

Minor classifications are given for 
these groups in 1921 to show the most 
outstanding sub-classifications. Gen- 
eral care of health is low because of the 
facilities provided in the plants for 
care of teeth and eyes, attention which 
can be given within working hours. 

Because the totals under some items 
are small, the figures have been 
grouped in quarterly and yearly tables 
instead of monthly. 

In the quarterly grouping, plant A 
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shows absences in the January-March * 
quarter of about 2 per cent higher 
each year than in other quarters. 
The same is true for plant C, The 
low absence found during the summer. 
months is due to the practice at both 
plants of closing during the last week 
of August to reopen again after Labor 
Day, thus taking care of vacations, 
except in special cases for which 
arrangement is separately made. It 
is consequently only the cases of in- 
dividually arranged vacations which 


„appear on the absence report. Firm 


B set out to follow the same practice 
but was forced to keep part of the 
plant working during the vacation 
period in 1921. Despite this arrange- 
ment it has been pointed out already 
that the month of July tends to run 
higher in days lost than other summer 
months. Physical reasons account for 
the higher winter months. 


TABLE 10—AssENTEE PERCENTAGE BY Occupations ror Мпа, А 


Mancn-Avuausr, 1922 























AvxnBAGE No. POTENTIAL Man-Dars р d 
ON PAYROLL Man-Days , Lost Lo ATB 
| овт 
Men | Women} Men | Women} Men | Women| Men | Women 
—_—| 
58 28 8,758 4,228 128 104 1 46 2.45 
28 88 4,228 5,738 86 65 0 85 1.18 
6 15 908 2,265 5 103 0.55 4.54 
52 56 7,852 8,456 292 829 8.71 8.89 
14 97 2,114 | 14,647 75 1,294 8.55 8 83 
28 2 4,228 802 101 11 Ф 38 8 64 
$81 0 4,081 „0 186 0 2 90 00 
0 5 0 755 0 42 0.0 5*56 
6 86 906 5,436 0 97 00 4 96 
29 0 4,379 0 198 0 4 52 00 
23 89 8,478 5,889 88 268 2 53 4 55 
0 7 . 0 1,057 0 11 0.0 1 04 
27 g 4,077 802 167 86 4 07 11 92 
2 14 Фог | 2,114 6 323 1.98 | 16 27 
178 „161 26,123 | 24,811 1,185 1,969 4 58 8 09 
7 a 62 1,057 9,362 48 488 4 54 5 21 
179 72 27,029 | 10,872 722 488 2 67 4 AP 
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ABSENCE BY OCCUPATION 
A survey of absence by occupation 
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men weavers have an absence of 4.4 
per cent, the women of 4.6. For men 


during the six months, March-August, COners the absence js low, being about ғ | 
1922, shows that lost time is highest One half of one per cent; for women the 
„for some of the most important occu- T#te 18 6 per cent. 

pations. It will be seen that the 

women coners are losing more than CAUSES or ABSENCE FOR MEN AND 
two days & month per each woman Women 

employee. The percentage of absence The very considerable differences 
among weavers is somewhat lower in the absence rate of men and women 
than among coners but is, none the have already been noted. Contrasts 
less, above two days a month for each appear also when causes of absence 
woman weaver, and about one day are considered separately. The men's „ 


for each man weaver employed. The, 
absence table, classified by occupations, 
is given on page 211. 

Compared with coners and weavers 
the quillers have a relatively low ab- 
sence. For the men the low percent- 
age of absence among dyers was un- 
expected, especially by comparison 
with the attendance of machinists, 
though it must be borne in mind that 
both are small groups. The loss of 
time among beamers was very low for 
both men and women. 

For firm B there is less difference 
in the absences by occupations; the 


absences, which run highest in the 
October-December quarter for firm 
A, have a high percentage under per- 
sonal and family reasons, for the two 
months at the end of the year. The 
high absence rate of women accounts 
for the peak in January-March. Here 
the cause is found under physical 
reasons since all other reasons run 


higher in other quarters. December \, 


and the cold months of the early part 
of the year take a heavy toll for ill- 
health among women. This will be 
noted again in the section under 
climatic factors. 


TABLE 11—Frequency Taste or INDIVIDUAL ABSENCES 




















Men WOMEN 
Days 
or No. of Percentages 
ABBENCE Absences of Total 
Reported Absences ; 
/ 
1 1,009 30.3 28.4 
@.... 216 18.0 10.9 
S. s 97 8.7 7.9 
СЕРИ 78 9.4 8.1 
5.9.2. 44 6.6 6.8 
6. аа 88 59 5.8 
ООРУ 9 19 2.4 
Bice ss 8 19 1.8 
DP vies 10 2 ть 1.7 
10...... 7 21 2.5 
Il. ere 10 3 8° 2.7 
Трга 6 2.2 2.7 
18...... 4 16 20 
at 14 and over 17 0.4 16.8 
j [ Total} 1,548 100.0 
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CAUSES OF ABSENTERISM 
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СПМРААГЫПЛ OF MEAN TEMPERATURE 
AND PERSENTASE OF ABSENCE 
March to August — 1922 


| 
Maan Temperature- Р 
weekly averages s 


Wechly averages 
---— Percentage of Absence- 


Women- ria aver- 
ages 
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CLIMATIC INFLUENCES IN Non-ATTENDANCE 


LENGTH oF [INDIVIDUAL ABSENCES 


The greatest problem of absence 
in these plants is not due to short 
absences by a widely distributed group 
of employees. Even among the one- 
day absences which account for about 
one-third of the non-attendance, the 
same employee is gone at fairly fre- 
quent intervals. Mr. Hackett states 
the problem in this way: 


Some workers take an occasional day 
off at calculated intervals, regarding it 
as somewhat of a necessity to the main- 
tenance of their health. Others stay on 
the job till sickness forces them to remain 
at home, thus losing twice as much time 
in the aggregate with less benefit to them- 
selves. No employer can feel that the 
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first course is the unwise one. The fact is” 
that perfect attendance means that a 
worker has no opportunity for the per- 
formance of civic or family obligatjons and 
possibly not enough for the maintenancg 
of health. 


The greatest difference in the in- 
dividual absences of men and women 
is found in the percentage of absences 
of ten days and over; 26.7 per cent of 
the total absences of women are for a 
period of 10 or more working days; 
only 19 per cent of the men’s absences 
fall in this frequency interval. The 
frequency table by days of absence 
shows the loss to the company as well 
as length of each absence in the six 
months—ending June, 1922. 


IV—CLIMATIC INFLUENCES IN NON-ATTENDANCE 


Many factors aside from the weather 
affect the attendance of workmen. 
Yet if there is a general conformity 
between the curves of non-attendance 
and the fluctuations of the curves of 
climate, it seems reasonable to ascribe 
some influence to that factor. Some 
items in the daily reports are definitely 
connected with unfavorable weather: 
storms in winter, excessive heat in 
summer, and wet weather for which 
some employees have not adequate 
protective clothing appear on the 
records. These items, at most, make 
a small part of the total. The problem, 
then, is: does it appear that the cli- 
matic factors strengthen other reasons 
and pile up non-attendance on un- 
pleasant days? 

Let us consider average weekly 
attendance and mean weekly tempera- 
ture for the six months, March—August, 
1922. It should be recalled that this 
has been a particularly cool summer 
with only a few weeks oflexcessively 
warm weather. The warm days of 
the second week in June are only 


slightly reflected in the men's absence 
curve, while it is somewhat pro- 
nouncedly shown in the rise of the 
curve for women. A similar week at 
the beginning of July did not affect 
the men's absences in any way. On 
the contrary, the dotted line repre- 
senting the absences of women rose 
considerably. Unfortunately, in 1921, 
the absence curves for men and women 
must be combined for comparison. In 
that year a stretch of weeks of warm 
weather occurred in July. During 
all this time the absenteeism remained 
high, returning to normal only after 
the mean temperature became lower. 

In comparing the daily absence of 
workers in Chart II, p. 202, the maxi- 
mum daily temperature has been used 
instead of the mean, since the maxi- 
mum temperature more nearly reflects 
the comfort or discomfort of the work- 
ing hours. The daily curves for men 


and women have already been dis- 


6 The maximum temperature is better to sq 


for summer and the minimum’ for winter. 
The maximum has been used throughout the ~ 
e 
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cussed. These curves tend to follow 


the temperature curves in the first 


days of warm weather in March and 
April; # warm week around the tenth 
of May is more sensitively reflected 
in the women's than in the men's 
curve. The warm days in June and 
July have little influence upon either 
curve. 


CLIMATOLOGICAL Data ву Days OF 
WEEK 


Since Monday absences run higher 
at all mills than absences of other 
days, there is no reason to think that 
climatological factors play any part 
in the Monday absences above the 
average of other days. For this 
reason the absence percentages for 
Wednesday as well as those for Mon- 
day were compared with the rainfall 
and temperature. On these charts 
the dotted line represents maximum 
temperature in degrees, the open 
circled line represents rainfall in inches 
and the solid black line represents the 
total combined percentage of absence 
of men and women at firm A. 

On Mondays there are few days of 
heavy rainfall and little correspond- 
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eace of this curve and absenteeism. 
Тл 1922, February 27 and March 20 
were Mondays with storms continued 
over from a previous day. In each 
ease the absence was excessive. On 


_ the wet Monday, May 28, which shows 


so markedly on the chart, the rain did 
not begin until late afternoon and in 
no way could affect absence. The 
peak of April 17 has already been men- 
tioned as due to Easter Monday. 
This accounts for every high peak in 


tke curve except that of January 30, . 


1822, which may be due to cold. On 
tke Wednesday curve, note the gener- 
ally lower average of the curve except 
on particularly unfavorable days. 

Summarizing, it may be said that 
ccld weather effects the curve for ab- 
sence of women more than warm; 
that the men’s curve, except when 
transportation is disturbed, is on the 
whole little influenced by winter 
weather. Both curves are markedly 
increased by the first excessive days 
of heat. Rainfall in the summer 
months has rather little influence 
upon attendance, whereas in spring 
and late autumn months its influence 
is unmistakable. 


V—CONCLUSIONS 


'The Director of the Bureau of Com- 
mercial and Industrial Relations of 
the University of Wisconsin writes 


in Circular No. 5 À: 


There is a danger that the advantages of 
absentee records may be overrated. ‘After 
all, the prime purpose of underemploy- 
ment records should be to reduce unpro- 
ductive hours within the schedule produc- 
tion time. The time lost by the employee 


study because of the difficulty of determining, 
for this climate, the time when the change should 
aspe mde. In reading the graphs, the high points 
are of significance in the summer and the low in 
the winter. 
* 


after he has rung his clock card, whether 
it :3 lost on the way to his department or 
after he is in the department, is of much 
mcre concern to the employer than the 
time lost by the worker outside of the 
plant by absence or tardiness, To pro- 
tect against such losses the employer needs 
to refine records considerably beyond the 
accuracy most absentee reports achieve. 


The writers of this study would, 
ho^*ever, prefer to stress the necessity 
of correlating records of absence as well 
as -hose of “Во work” with production. 
A study of attendance records in terms 
of the effect upon production and 
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valuable. 


porting of employees 


maintaining produc- 
d in preventing inter- 


ustrial students. In an 
absenteeism іп several 
plants, Dr. Florence found 
of absence in factories where 
t to be between 8 per cent 
r cent; in factories having 
4ve organizations the percent- 
as low as 1.8 percent. Doubt- 
> range of these percentages 
-depend upon the proportion 
зеп in the organizations, and 
wital status of employees, as 

з upon the regularity of pro- 

1 and the flow of work through 
yp. None of the plants studied 
„ad attained the low rate of 1.8 
ənt. In factories discussed in 
cudy the ebsence of men varied 

3 to 5 per cent; that of women 

s as high as 5 to 8 per cent, 
_y double the rate for men, a 
‘ence which was found even when 
and women were working on 
tical operations. The lowest at- 
ance rate is found in the winter 
ths, women employees, especially, 
g detained from work by excessive- 
old days. Spring and fall months 
w uniformly higher attendance. 
8 seasonal variation in the regular- 
of the size of the working force 
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921 
is predictable and can be considered 
in planning work. 

At all the plants Monday absences 
have been higher than those of* other „ 
work days. The difference in attend- * 
ance on days of the week shows that 
there is yet a margin of preventable 
&bsence that could be reduced with 
advantage to the employees as well 
as to the management. Something 
could be achieved by educating work- 
ers to appreciate the necessity of 
reducing the amount of time lost 
for avoidable reasons. Perhaps this 
could be done by more attention to 
interviewing returned absentees. The 
foreman could be further enlisted in 
the cases o? “permission” by furnishing 
a specific cause in addition to the infor- 
mation that the employee was excused. 

The monthly variation ‘in absence 
according to seasons is important 
and can be considered in planning. 
Low percentages in the spring and 
fall with higher percentages during the 
winter months occur ‘regularly in 
many plants.” In these winter months 
more extra workers must be carried 
on the roll to compensate for the ab- 
sentees. The daily variation due to 
unpleasant weather is unpredictable, 
but is none the less an important fac- 
tor in pl 

The length of. individual absences 
shows that about two-thirds of the 
number of days lost are those of em- 
ployees who have been away from 
work more than one day. 


7 Ngte the conclusion of Mr. Hackett. 


‚ Index .to. Supplement 


Absentheism: 191-4; definition of, 194; re- 
lation to production control 192. Ses extent 
of absenteeism.  . 


Attendance 141-3; bonuses and prizes, 192; 
control by workmen in early years, 191; methods 
of Brinley and Duke of Bridgewater, 192; 
methods of Wegwood, 192; preventive meas- 
ures, 192. . See non-attendance. 


. Climatological Data: 215-6; absence of work- 


ers compared with maximum temperature, 
Chart П, 202; comparison of Monday and. 
Wednesday absences, see Charts VIE and VIII, 
217-20; comparison of weekly attendance with. 
mean weekly temperature, 214; contrast of 
daily absence, men and women by days 
of the week, Chart IL, 202; effect of cold. 


weather on attendance, 215; effect of ex- ' 


cessive heat, 215. 
Community Causes: 209; specific reasons, 190. 
Conclusions: 210-21. 


Extent of Absenteeism: 197-206; amount of 
time lost by plants, quarterly, 200; amount of 











parison of firms, 200; co. 
days lost, 197; effect: of 
lost time, 209; lost time, q 
day absences, 201; rate of 
201; trend of absenteeism, 
absences, 216. ý 

Family Reasons: 209; importance 
7, 207. , 

Labor Turnover: relatior to absent» 
203-5. . 


Length of Individual Absences: 215; 
Table 212. 


Non-attendance: family and comm» 
count for one-fifth, 206; general care 
211; minimum and maximum mon 
ations, 197; physical seasons, 209, 
for one half of time lost, 206; most i 
cause of lost time, 9(0; reasons c 
with climate, 215; reasons connec 
community, 200; reasons connect 
weather, 215-16; report lacking, 20 
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